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Title  29— Labor 

CHAPTER  XXV — OFFICE  OF  EMPLOYEE 
BENEFITS  SECURITY,  DEPARTMENT  OF 
LABOR 

SUBCHAPTER  C — REPORTING  AND  DISCLOSURE 
UNDER  THE  EMPLOYEE  RETIREMENT  INCOME 
SECURITY  ACT  OF  1974 

PART  2520 — RULES  AND  REGULATIONS 
FOR  REPORTING  AND  DISCLOSURE 

Annual  Reporting  Requirements 

The  purpose  of  these  amendments  to 
Chapter  XXV  of  the  Department  of  La¬ 
bor  regulations  is  to  provide  guidance  in 
the  preparation  of  Annual  Retum/Re- 
port  Forms  and  attachments  thereto 
which  must  be  filed  with  the  Department 
of  Labor  and  summary  annual  reports 
which  must  be  furnished  to  plan  par¬ 
ticipants  and  beneficiaries  by  employee 
benefit  plans  under  the  Employee  Retire¬ 
ment  Income  Security  Act  of  1974 
(hereinafter  “the  Act") ,  to  defer  the  an¬ 
nual  report  requirements  and  to  estab¬ 
lish  certain  exemptions  or  alternative 
methods  of  compliance  for  annual  re¬ 
porting  requirements  provided  under 
section  103  of  the  Act. 

On  September  30,  1975,  notice  was 
published  in  the  Federal  Register  (40 
FR  45134)  of  proposed  Annual  Return/ 
Report  Forms  to  be  filed  by  an  employer 
or  plan  administrator  of  a  pension  or 
welfare  benefit  plan  as  required  by  sec¬ 
tion  104  of  the  Act.  On  November  19, 
1975,  notice  was  published  in  the  Fed¬ 
eral  Register  (40  FR  53710)  of  proposed 
regulations  concerning  the  preparation 
of  the  annual  retum/report  forms  and 
the  summary  annual  report. 

Because  of  the  confusion  and  dupli¬ 
cation  of  requirements  prescribed  under 
the  statutory  annual  reporting  provi¬ 
sions  of  section  103  of  the  Act,  the  De¬ 
partment  has  developed  a  limited  exemp¬ 
tion  for  welfare  plans  and  alternative 
method  of  compliance  for  pension  plans 
for  annual  reporting  by  all  plans  as  well 
as  group  insurance  arrangements.  Many 
of  the  regulations  contained  herein  are  a 
part  of  the  limited  exemption  and  alter¬ 
native  method  of  compliance  prescribed 
to  ease  the  burden  and  expense  to  plans 
which  would  result  from  the  application 
of  the  statutory  annual  reporting  provi¬ 
sions.  Specifically,  §8  2520.103-1  (b)  and 

2520.103- 2(b)  detail  the  contents  of  an 
annual  report  for  plans  electing  the 
limited  exemption  or  alternative  method 
of  compliance  and  for  certain  trusts  or 
other  entities  involved  in  group  insurance 
arrangements,  respectively.  Other  regu¬ 
lations,  including  {§  2520.103-6  and 

2520.103- 7(c)  (1),  are  applicable  only  to 
plans  electing  the  exemption/alternative 
method  of  compliance. 

The  regulations  contained  in  this  docu¬ 
ment  are  both  temporary  regulations  ef¬ 
fective  immediately  and  proposed  regu¬ 
lations  for  final  adoption.  The  primary 
reason  for  making  these  regulations  ef¬ 
fective  immediately  on  a  temporary  basis 
is  that  plans  are  required  to  file  their 
initial  annual  report  within  1L&  months 
after  the  close  of  the  plan  year  which 
begins  in  1975,  or  December  15,  1976, 
whichever  is  later.  Consequently,  many 
plans  must  complete  the  preparation  of 


their  annual  reports  as  soon  as  possible 
in  order  to  meet  this  filing  requirement. 
These  regulations  establish  the  guide¬ 
lines  and  exemptions  or  alternative 
methods  of  compliance  which  these  plans 
may  follow  in  complying  with  the  annual 
reporting  requirements.  Plans  which 
must  start  preparing  their  annual  reports 
and  summary  annual  reports  imme¬ 
diately  must  be  given  the  assistance  and 
certainty  of  regulations  on  which  they 
may  rely  in  complying  with  the  Act. 

For  the  foregoing  reasons,  the  under¬ 
signed  finds  that  good  cause  exists  for 
making  these  regulations  temporarily 
effective  without  advance  publication  as 
specified  in  the  Administrative  Proce¬ 
dure  Act  (5  U.S.C.  553(d)  (3) ) . 

These  regulations  are  temporary  and 
shall  be  in  effect  for  plan  years  begin¬ 
ning  in  1975.  Interested  persons  have 
been  afforded  an  opportunity  to  partici¬ 
pate  in  the  making  of  many  of  these  reg¬ 
ulations  by  the  notice  of  proposed  rule- 
making  published  on  November  19,  1975 
(40  FR  53710).  Due  consideration  has 
been  given  to  all  comments  received  in 
response  to  the  notice  insofar  as  they  re¬ 
late  to  matters  within  the  scope  of  the 
notice  and  this  final  rulemaking.  As  a 
consequence  of  these  comments,  many 
significant  changes  have  been  made  in 
these  regulations,  and  a  number  of  new 
sections  have  been  added,  so  that  it  is  ap¬ 
propriate  to  offer  another  opportunity  for 
public  comment.  Therefore,  the  regula¬ 
tions  in  this  document  are  also  proposed, 
and  comments  concerning  these  regula¬ 
tions  will  be  received  for  consideration  in 
the  preparation  of  final  annual  report 
regulations.  Interested  persons  are  in¬ 
vited  to  submit  written  data,  views,  or 
arguments  concerning  any  or  all  of  the 
proposed  regulations  contained  in  this 
document  on  or  before  December  31, 
1976.  Such  data,  views,  and  arguments 
should  be  submitted  to  the  “Annual  Re¬ 
port  Regs.,  Division  of  Regulatory  Stand¬ 
ards  and  Exceptions,  Office  of  Employee 
Benefits  Security,  U.S.  Department  of 
Labor,  Washington,  D.C.  20216.”  All  com¬ 
ments  should  be  clearly  referenced  to  the 
numbers  of  the  sections  to  which  the 
comments  are  directed. 

Section  2520.103-1 

Section  2520.103-1,  a  new  regulation 
not  published  in  the  November  1975  pro¬ 
posed  annual  reporting  regulations,  pre¬ 
scribes  the  content  of  the  annual  report. 
A  limited  exemption  for  welfare  plans 
and  an  alternative  method  of  compliance 
for  pension  plans  has  been  promulgated 
in  response  to  numerous  comments  re¬ 
ceived  by  the  Department  which  request¬ 
ed  that  the  Department  provide  relief 
from  the  voluminous  and  duplicative  an¬ 
nual  reporting  requirements  of  section 
103  of  the  Act. 

This  regulation  permits  employee 
benefit  plans  with  100  or  more  partici¬ 
pants  to  file  an  annual  report  in  accord¬ 
ance  with  the  provisions  of  section  103 
of  the  Act,  or  in  accordance  with  a  lim¬ 
ited  exemption  or  alternative  method  of 
compliance  authorized  under  sections 
104(a)(3)  and  110,  respectively,  of  the 
Act.  The  content  of  the  annual  report 


for  plans  electing  the  limited  exemption 
or  alternative  method  of  compliance  is 
described  in  paragraph  (b)  of  the  regula¬ 
tion.  Under  the  authority  of  section  104 
(a)  (2)  (A)  of  the  Act,  the  regulation  pro¬ 
vides  that  plans  with  fewer  than  100  par¬ 
ticipants  must  file  only  an  annual  re¬ 
port  consisting  of  a  Form  5500-C  or 
5500-K  and  any  schedules  required  by 
the  instructions  to  the  forms,  in  accord¬ 
ance  with  §  2520.104-41. 

The  limited  exemption  or  alternative 
method  of  compliance  for  plans  with  100 
or  more  participants  permits  such  plans 
to  fulfill  their  annual  reporting  obliga¬ 
tion  under  section  103  of  the  Act  by  filing 
an  annual  report  containing  the  follow¬ 
ing:  A  form  5500  and  any  schedules  of 
insurance  or  actuarial  information  re¬ 
quired  by  the  instructions  to  Form  5500, 
financial  statements  and  accompanying 
notes  with  all  valuations  at  current  value 
(except  as  provided  in  §  2520.103-7) ,  sep¬ 
arate  financial  schedules  described  in 
Item  24(b)  of  Form  5500  and  8  2520.103- 
10,  and  an  accountant’s  report. 

Plans  electing  the  exemption /alterna¬ 
tive  must  engage  an  accountant  to  pre¬ 
pare  a  report  on  the  financial  statements 
and  schedules  required  to  be  Included  in 
the  annual  report  in  accordance  with 
88  2520.103-1  (b)  and  2520.103-10.  The 
accountant’s  report  must  state  whether 
the  audit  was  made  in  accordance  with 
generally  accepted  auditing  standards, 
and  must  designate  any  auditing  proced¬ 
ures  deemed  necessary  by  the  accountant 
which  have  been  omitted  and  the  rea¬ 
sons  for  their  omission.  In  addition,  the 
accountant’s  report  must  contain  the 
opinion  of  the  accountant  in  respect  to 
the  financial  statements  and  schedules 
covered  by  the  report  and  the  account¬ 
ing  principles  and  practices  reflected 
therein,  as  well  as  the  opinion  of  the 
accountant  as  to  the  consistency  of  the 
application  of  the  accounting  principles, 
or  as  to  any  changes  in  such  principles 
which  have  a  material  effect  on  the  fi¬ 
nancial  statements.  Lastly,  the  account¬ 
ant’s  report  must  identify  any  matters  to 
which  the  accountant  takes  exception, 
and  to  the  extent  practicable,  the  effect 
of  each  such  exception  on  the  financial 
statements.  The  exception  must  further 
indicate  whether  the  exceptions  are  the 
result  of  Department  of  Labor  rules  and 
regulations. 

The  following  findings  are  made  with 
respect  to  the  promulgation  of  6  2520  - 
103-1  as  an  alternative  method  of  com¬ 
pliance  under  sect! cm  no  of  the  Act: 

1.  The  alternative  method  of  compli¬ 
ance  is  consistent  with  the  purposes  of 
Title  I  of  the  Act,  and  provides  adequate 
disclosure  to  plan  participants  and  bene¬ 
ficiaries  and  adequate  reporting  to  the 
Secretary.  The  essential  information  re¬ 
quired  by  section  103  of  the  Act  is  re¬ 
ported  and  disclosed  under  the  alterna¬ 
tive  method  of  compliance,  while  dupli¬ 
cative  requirements  are  merged  to  pro¬ 
vide  a  clearer  portrayal  of  the  financial 
activity  and  status  of  employee  benefit 
plans. 

2.  The  alternative  method  of  compli¬ 
ance  relieves  plans  subject  to  the  annual 
reporting  requirements  from  Increased 
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costs  and  unreasonable  administrative 
burdens.  Hie  alternative  frees  plans 
which  elect  it  from  duplicative  auditing 
requirements  and  simplifies  the  content 
of  the  annual  report  in  general. 

3.  Finally,  the  alternative  method  of 
compliance  1s  not  adverse  to  the  interests 
of  participants  and  beneficiaries  in  the 
aggregate,  because  the  alternative  pre¬ 
serves  all  of  the  basic  financial  reporting 
features  of  section  103  of  the  Act,  while 
at  the  same  time  restructuring  the  con¬ 
tent  to  produce  a  more  efficient  and  un¬ 
derstandable  report. 

In  accordance  with  the  authority  to 
promulgate  a  limited  exemption  for  em¬ 
ployee  welfare  benefit  plans  under  sec¬ 
tion  104(a)  (3)  of  the  Act,  the  Secretary 
has  found  that  the  reporting  and  disclo¬ 
sure  requirements  of  section  103  of  the 
Act  are  inappropriate  as  applied  to  wel¬ 
fare  benefits  plans. 

Section  2520.103-2 

Under  §  2520.104-43,  plans  participat¬ 
ing  in  a  group  insurance  arrangement 
may  be  exempted  from  filing  an  annual 
report  provided  that  the  trust,  trade  as¬ 
sociation  or  other  entity  which  owns  the 
insurance  contracts  and  acts  as  a  conduit 
for  the  insurance  premiums  files  an  an¬ 
nual  report  for  the  entire  arrangement. 
Section  2520.103-2,  a  new  regulation 
which  was  not  published  as  a  proposal 
in  the  November  1975  annual  reporting 
regulations,  prescribes  the  contents  of 
the  annual  report  to  be  filed  by  the  trust, 
trade  association  or  other  entity  in  order 
for  a  plan  to  be  eligible  for  the  exemp¬ 
tion  described  in  §  2520.104-43. 

The  limited  exemption  requires  such 
entities  to  fulfill  the  annual  reporting 
conditions  imposed  under  §  2520.104-43 
by  filing  an  annual  report  containing  the 
following:  A  Form  5500  and  any  sched¬ 
ules  required  by  the  instructions  to  Form 
5500,  financial  statements  and  accom¬ 
panying  notes  with  all  valuations  at  cur¬ 
rent  value  (except  as  provided  in  S  2520.- 

103- 7),  separate  financial  schedules  de¬ 
scribed  in  item  24(b)  of  Form  5500,  and 
an  accountant’s  report.  The  S  2520.103-2 
content  requirements  parallel  the  limited 
exemption  or  alternative  method  of  com¬ 
pliance  prescribed  for  plans  with  100  or 
more  participants  in  §  2520.103-1. 

Reporting  entities  described  in  §  2520.- 

104- 43  preparing  an  annual  report  un¬ 
der  this  section  must  engage  an  account¬ 
ant  to  prepare  a  report  on  the  financial 
statements  and  schedules  required  to  be 
Included  in  the  annual  report  in  accord¬ 
ance  with  SS  2520.103-2 (b)  and  2520.103- 
10.  The  accountant’s  report  must  state 
whether  the  audit  was  made  in  accord¬ 
ance  with  generally  accepted  auditing 
standards,  and  must  designate  any  au¬ 
diting  procedures  deemed  necessary  by 
the  accountant  which  have  been  omitted 
and  the  reasons  for  their  omission.  In 
addition,  the  accountant’s  report  must 
contain  the  opinion  of  the  accountant  in 
respect  to  the  financial  statements  and 
schedules  covered  by  the  report  and  the 
accounting  principles  and  practices  re¬ 
flected  therein,  as  well  as  the  opinion  of 
the  accountant  as  to  the  consistency  of 
the  application  of  the  accounting  prin¬ 


ciples,  or  as  to  any  changes  in  such  prin¬ 
ciples  which  have  a  material  effect  on  the 
financial  statements.  Lastly,  the  account¬ 
ant’s  report  must  identify  any  matters  to 
which  the  accountant  takes  exception, 
and  to  the  extent  practicable,  the  effect 
of  each  such  exception  on  the  financial 
statements.  The  exception  must  further 
indicate  whether  the  exceptions  are  the 
result  of  Department  of  Labor  rules  and 
regulations. 

Sections  2520.103-3  and  2520.103-4 

Sections  2520.103-3  and  2520.103-4 
(formerly,  proposed  SS  2520.103-1  and  2) 
provide  an  exemption  from  certain  an¬ 
nual  reporting  requirements  relating  to 
plan  assets  held  in  either  a  common  or 
collective  trust  maintained  by  a  bank 
or  a  pooled  separate  account  maintained 
by  an  insurance  carrier.  Under  these  reg¬ 
ulations,  plans  with  assets  in  such  trusts 
or  accounts  need  only  include  the  follow¬ 
ing  financial  information  with  respect  to 
those  assets  in  the  annual  report:  the 
value  of  the  plan’s  units  of  participation 
in  the  trust  or  account,  transactions  in¬ 
volving  the  acquisition  and  disposition 
by  the  plan  of  units  of  participation  in 
the  trust  or  account,  if  otherwise  re¬ 
quired  to  be  reported,  and  the  most  re¬ 
cent  annual  statement  of  the  assets  and 
liabilities  of  the  trust  or  account.  A  plan 
administrator  is  not  required  to  report 
any  information  with  respect  to  trans¬ 
actions  engaged  in  by  the  bank  or  in¬ 
surance  carrier  involving  the  assets  of 
the  trust  or  account. 

Proposed  S  2520.103-1  adopted  certain 
portions  of  the  regulations  of  the  Comp¬ 
troller  of  the  Currency  at  12  CFR  9.18 
for  purposes,  inter  alia,  of  defining  “com¬ 
mon  or  collective  trust”.  However,  com¬ 
ments  pointed  out  that  certain  of  these 
rules  are  Inappropriate  as  applied  to 
State  banks  and  would  require  a  re¬ 
structuring  of  their  operations  in  order 
for  the  exemption  to  apply.  Therefore, 
the  regulation  has  been  modified  to  de¬ 
lete  these  provisions.  A  broad  definition 
of  the  terms  “common  or  collective 
trust”  has  been  provided.  Section  2520.- 
103-3  also  specifies  that  a  controlled 
group  of  corporations,  as  defined  in  sec¬ 
tion  1563(a)  of  the  Internal  Revenue 
Code  of  1954,  shall  be  considered  a  single 
participant  in  a  common  or  collective 
trust.  As  a  result,  a  common  or  collec¬ 
tive  trust  consisting  solely  of  the  assets 
of  a  plan  or  plans  of  a  controlled  group 
of  corporations  would  not  qualify  for  the 
exemption  provided  in  §  2520.103-3. 

Numerous  comments  stated  that  It 
would  be  burdensome  and  duplicative  to 
require  each  plan  participating  in  a 
pooled  fund  to  file  the  statement  of  as¬ 
sets  and  liabilities  of  the  pooled  fund. 
Flans  can  be  relieved  of  the  requirement 
to  file  duplicative  statements  of  assets 
and  liabilities  if  one  financial  statement 
of  a  common  or  commingled  trust  or  a 
pooled  separate  account  is  filed  for  all 
participating  plans.  Therefore,  the  regu¬ 
lation  has  been  modified  to  exempt  a 
plan  from  filing  the  statement  of  assets 
and  liabilities  required  under  section  103 
(b)  (3)  (O)  of  the  Act  and  S§  2520.103-3 
and  103-4  if  the  bank  or  insurance  car¬ 


rier  which  maintains  the  common  or  col¬ 
lective  trust  or  pooled  separate  account 
files  the  required  statement  of  assets  and 
liabilities.  (See  S  2520.103-9). 

It  should  be  noted  that  paragraph  (c) 
(2)  of  both  sections  has  been  changed. 
In  the  proposed  regulation,  these  para¬ 
graphs  established  specific  rules  for  the 
content  of  the  statement  of  assets  and 
liabilities  of  the  pooled  funds.  Because 
many  banks  and  insurance  companies 
may  not  be  currently  in  compliance  with 
these  content  requirements  for  the  most 
recent  annual  statement  of  assets  and 
liabilities,  these  specifications  have  been 
deleted. 

The  final  regulations  have  also  been 
changed  from  the  proposed  to  include  in 
the  information  required  for  the  annual 
report  the  value  of  a  plan’s  assets  held  in 
the  common  or  collective  trust  fund  or 
pooled  separate  account. 

Section  2520.103-5 

Section  2520.103-5  implements  section 
103(a)  (2)  of  the  Act.  Section  103(a)  (2) 
of  the  Act  requires  an  insurance  carrier 
or  other  organization  which  provides 
some  or  all  of  the  benefits  under  a  plan 
or  holds  plan  assets,  a  bank  or  similar 
institution  which  holds  plan  assets,  or  a 
plan  sponsor,  to  transmit  and  certify  to 
the  accuracy  and  completeness  of  such 
information  as  is  needed  by  the  plan 
administrator  to  comply  with  the  re¬ 
quirements  of  Title  I  of  the  Act.  This 
regulation  modifies  the  November  1975 
proposed  regulations  to  make  it  clear  that 
its  requirements  apply  only  to  certifi¬ 
cation  of  information  for  purposes  of 
preparing  the  annual  report. 

Under  section  103(a)(2)  of  the  Act, 
such  information  must  be  transmitted 
within  120  days  of  the  close  of  the  plan 
year  or  within  such  other  period  of  time 
as  may  be  prescribed  by  the  Secretary. 
However,  because  the  Department  of 
Labor  is  extending  the  initial  annual  re¬ 
port  filing  period  from  210  days  to  11  Vi 
months  (see  §  2520.104a-5),  the  time  per¬ 
mitted  for  the  transmittal  of  annual  re¬ 
port  information  by  an  insurance  carrier, 
bank  or  similar  institution  or  plan  spon¬ 
sor  to  a  plan  administrator  is  extended 
from  120  days  to  9  months  for  the  an¬ 
nual  report  filed  for  the  1975  plan  year. 

The  proposed  regulation  has  been 
modified  to  remove  any  limitation  on  the 
information  which  must  be  transmitted 
and  certified  to  the  plan  administrator 
by  banks  and  insurance  carriers.  Except 
in  the  case  of  loans  and  leases  in  de¬ 
fault,  the  proposed  regulation  did  not 
require  banks  and  insurance  carriers  tA 
identify  any  of  the  specific  transaction? 
required  to  be  Included  in  the  separate 
financial  schedules  of  the  annual  report. 
However,  this  section  now  requires  that 
banks  and  insurance  carriers  provide  any 
information  they  may  have  regarding  the 
transactions  required  to  be  listed  in  the 
schedules  including  party-in-interest 
transactions  with  persons  known  by  the 
bank  or  insurance  company  to  be  a  party- 
in-interest  to  the  plan. 

One  comment  stated  that  the  certifica¬ 
tion  by  the  bank  or  insurance  company 
required  upon  transmittal  of  the  infor¬ 
mation  may  be  too  broad  in  scope  to  en- 
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able  compliance.  It  suggests  that  more 
flexible  language  be  permitted  by  the 
regulation.  However,  the  language  sug¬ 
gested  in  the  regulation  for  the  certifica¬ 
tion  is  only  an  example.  Any  other  signed 
statement  which  assures  the  accuracy 
and  completeness  of  the  facts  trans¬ 
mitted  may  be  used.  The  certification 
need  not  be  sworn  to  or  notarized. 

Section  2S20.103-6 

The  substance  of  §  2520.103-6  was 
originally  issued  in  proposed  form  as 
§  2520.103-4  and  was  applicable  to  all 
plans  required  to  prepare  a  schedule  of  3 
percent  reportable  transactions.  This 
section  is  now  limited  in  application  to 
the  schedule  of  reportable  transactions 
required  by  item  24(b)  of  Form  5500  as 
described  in  8  2520.103-10 (b)  (5).  How¬ 
ever,  plans  which  use  the  alternative 
method  of  compliance  or  limited  exemp¬ 
tion  prescribed  in  §§  2520.103-1  (b)  or 
2520.103-2(b)  must  use  the  definitions  in 
this  section  for  purposes  of  preparing  the 
schedule  required  by  §8  2520.103-1  (b) 
<4)  or  2520.103-2(b)  (4), 

Reportable  transactions  as  defined  in 
this  regulation  consist  of  four  separate 
categories  of  transactions:  first,  a  single 
transaction  in  excess  of  3  percent  of  the 
current  value  of  plan  assets:  second,  a 
series  of  transactions  with  or  in  con¬ 
junction  with  the  same  person,  involving 
property  other  than  securities,  which 
amount  in  the  aggregate  to  more  than  3 
percent  of  the  current  value  of  plan  as¬ 
sets;  third,  a  series  of  transactions  with 
respect  to  securities  of  the  same  issue 
which  amount  in  the  aggregate  to  more 
than  3  percent  of  the  current  value  of 
total  plan  assets;  and  fourth,  any  trans¬ 
action  with  respect  to  securities  with  or 
In  conjunction  with  a  person  if  a  prior 
or  subsequent  single  transaction  has  oc¬ 
curred  with  respect  to  securities  with  or 
in  conjunction  with  that  same  person 
in  an  amount  in  excess  of  3  percent  of 
the  current  value  of  plan  assets. 

The  proposed  regulation  included  a 
definition  of  current  value  for  valuation 
of  plan  assets  as  of  the  beginning  of  the 
plan  year.  Comments  directed  at  this 
definition  of  current  value  stated  that 
the  definition  was  ambiguous  because  the 
term  “current  value”  was  used  in  two 
different  contexts:  the  current  value  of 
plan  assets  at  the  beginning  of  the  plan 
year  and  the  current  value  of  an  asset 
acquired  or  disposed  of  during  the  plan 
year.  The  regulation  has  been  clarified 
by  distinguishing  between  the  current 
value  at  time  of  acquisition  or  disposi¬ 
tion  of  an  asset  and  the  current  value 
of  all  plan  assets  at  the  beginning  of  the 
year.  Also,  new  8  2520.103-7  exempts 
plans  using  the  altemative/exemption 
provided  in  88  2520.103-1  (b)  or  2520.103- 
2(b)  for  the  1975  plan  year  from  the 
requirement  to  display  at  current  value 
the  statement  of  assets  and  liabilities  of 
the  plan,  trust  or  other  entity  as  of  the 
end  of  the  previous  plan  year.  Therefore, 
a  new  paragraph  (b)  (11)  has  been  added 
to  this  section  providing  that  for  such 
plans  the  “current  value”  as  of  the  be¬ 
ginning  of  the  plan  year  shall  be  the 
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amount  shown  on  line  13  <h)  or  <i)  of 
the  Form  5500,  as  appropriate. 

This  section  also  previously  defined 
"transaction  with  respect  to  securities”  in 
terms  of  the  execution  of  a  buy  or  sell 
order.  Comments  received  pointed  out 
the  practical  difficulties  of  defining  a 
transaction  on  this  basis  and  suggested 
use  of  the  trade  date  or  settlement  date 
for  purposes  of  determining  when  a 
transaction  involving  securities  has  oc¬ 
curred.  The  plan  administrator  may  use 
either  the  trade  date  or  settlement  date 
to  report  3  percent  transactions  provided 
that  either  date  is  applied  consistently 
throughout  the  plan  year. 

This  section  previously  required  aggre¬ 
gation  of  transactions  in  a  series  involv¬ 
ing  securities  on  the  basis  >i  the  issuer 
of  such  securities.  Comments  received  in¬ 
dicated  that  the  aggregation  for  pur¬ 
poses  of  reporting  assets  held  for  invest¬ 
ment  and  for  determining  3  percent  series 
transactions  involving  securities  should 
be  based  on  issue  rather  than  issuer,  be¬ 
cause  banks  and  other  financial  institu¬ 
tions  maintain  their  records  on  the  basts 
of  issue  rather  than  issuer.  Furthermore, 
the  comments  pointed  out  that  differing 
investment  considerations  among  the 
various  securities  of  the  same  issuer 
would  make  aggregation  on  the  basis  of 
issuer  less  informative  and  useful  than 
aggregation  on  the  basis  of  the  issue.  Be¬ 
cause  the  aggregation  of  this  securities 
transaction  information  on  the  basis  of 
issue  would  be  more  useful  to  the  De¬ 
partment  of  Labor  for  purposes  of  mon¬ 
itoring  plan  activity  under  the  Act,  as 
well  as  less  burdensome  to  plans  and 
investment  institutions,  the  regulation 
has  been  amended  to  require  aggrega¬ 
tion  on  the  basis  of  issue. 

The  regulation  also  contains  other 
changes  in  the  method  of  aggregation  of 
securities  transactions  for  purposes  of 
a  3  percent  series.  The  proposed  regula¬ 
tion  prescribed  a  method  of  aggregating 
securities  transactions  on  the  basis  of  a 
3  percent  difference  in  the  holdings  of  the 
same  security  at  any  time  during  the 
plan  year,  as  compared  to  any  other 
point  in  time  within  the  plan  year.  Com¬ 
ments  on  this  proposed  method  of  ag¬ 
gregation  indicated  that  the  requirement 
was  too  complex  and  difficult  to  apply. 
The  regulation  changes  the  method  of 
aggregation  of  securities  to  require  ag¬ 
gregation  of  all  sales  and  purchases  of 
securities  of  the  same  issue  at  any  time 
throughout  the  plan  year  for  purposes 
of  determining  when  a  series  of  transac¬ 
tions  involving  securities  exceeds  3  per¬ 
cent  of  the  current  value,  of  plan  assets. 

For  example,  Plan  ABC  acquires  XYZ 
common  stock  in  an  amount  equal  to 
2  percent  of  the  value  of  the  plan  assets; 
later,  the  plan  sells  1  percent  worth  of 
XYZ  common,  and  still  later  buys  an¬ 
other  3  percent  worth  of  XYZ  common. 
This  section  requires  that  all  the  per¬ 
centage  changes — acquisitions  and  dis¬ 
positions — be  aggregated,  and  if  the  total 
figure  exceeds  3  percent,  all  transactions 
Involving  XYZ  common  are  reportable  as 
part  of  a  series.  Thus,  2  percent  plus 
1  percent  plus  3  percent  aggregates  to 
6  percent  and  the  whole  series,  includ¬ 


ing  both  purchases  and  the  sale,  is  re¬ 
portable  as  a  series  of  transactions  with 
respect  to  securities  in  excess  of  3  per¬ 
cent  of  plan  assets. 

The  information  required  to  be  re¬ 
ported  regarding  a  series  of  transactions 
involving  securities  has  been  modified. 
The  proposed  regulation  required  each 
transaction  in  the  series  to  be  listed  and 
identified  in  the  same  manner  as  other 
types  of  reportable  transactions  in  this 
section.  However,  the  final  regulation 
now  requires  only  certain  aggregate  in¬ 
formation  relevant  to  the  series  of  secu¬ 
rities  transactions  to  be  included  in  the 
separate  schedule  to  the  annual  report. 
The  specific  information  to  be  provided 
includes  the  total  number  of  purchases 
of  a  security  made  by  the  plan  within  the 
plan  year,  total  number  of  sales,  total 
dollar  value  of  purchases,  total  value  of 
sales,  and  the  net  gain  or  los6  as  a  result 
of  these  transactions.  This  approach  is 
simpler  and  less  burdensome  while  pro¬ 
viding  information  which  is  specifically 
relevant. 

Finally,  many  comments  received 
stated  that  short-term  money  market 
instruments  (e.g.,  short-term  certificates 
of  deposit.  Treasury  Bills,  “weekend” 
notes)  should  be  exempted  from  3  per¬ 
cent  transactions,  or  lumped  together 
and  treated  as  a  single  category  of  secu¬ 
rities  rather  than  as  individual  transac¬ 
tions.  Many  plans  engage  in  numerous 
short-term  transactions  throughout  a 
plan  year  so  that  plan  assets  will  be  in¬ 
vested  for  the  benefit  of  participants 
and  beneficiaries  at  all  times.  The  com¬ 
ments  stated  that  the  reporting  of  each 
of  these  transactions  would  be  burden¬ 
some  and  would  produce  voluminous 
amounts  of  information  that  could  ob¬ 
scure  other  plan  transactions  of  greater 
importance.  However,  changing  the  defi¬ 
nition  of  a  transaction  in  securities  to 
mean  an  Individual  purchase  or  sale, 
narrowing  the  aggregation  rule  from 
issuer  to  issue,  and  requiring  the  infor¬ 
mation  on  3  percent  series  transactions 
to  be  reported  on  a  summary  basis  will 
radically  reduce,  if  not  nearly  eliminate, 
the  problems  raised  by  the  comments. 
For  these  reasons,  the  regulation  accords 
no  special  treatment  to  short-term 
money  market  instruments. 

Section  2520.103-7 

Section  2520.103-7,  establishing  special 
accounting  rules  for  certain  plans  filing 
an  annual  report  under  the  Act  for  the 
first  time,  substantially  amends  the  pro¬ 
posed  regulation.  The  special  accounting 
rules  prescribed  by  the  regulation  vary 
according  to  the  type  of  plan.  Plans  with 
100  or  more  participants  and  trusts  filing 
an  annual  report  for  a  group  insur¬ 
ance  arrangement  in  accordance  with 
88  2520.104-43  and  2520.104a-6  which  are 
filing  an  annual  report  for  the  plan  year 
beginning  in  1975,  may  only  use  the  spe¬ 
cial  accounting  rules  described  in  this 
regulation  if  the  plan  has  adopted  the 
limited  exemption/alternative  method  of 
compliance  of  8  2520.103-1  (b)  or  8  2520  - 
103-2 (b).  Such  plans  are  not  required 
to:  (1)  Display  at  current  value  plan  as¬ 
sets  and  liabilities  in  comparative  form 
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as  of  the  end  of  the  previous  plan  year 
or  the  beginning  of  the  plan  year  subject 
to  the  initial  annual  report.  (2)  engage 
an  accountant  to  examine  the  plan’s 
financial  statements  for  the  preceding 
plan  year,  or  (3)  provide  an  accountant’s 
opinion  regarding  the  consistency  of  the 
initial  plan  year’s  financial  statements 
with  the  preceding  plan  year’s  financial 
statements. 

All  plans  with  fewer  than  100  partici¬ 
pants  which  are  filing  an  annual  report 
for  the  plan  year  beginning  in  1975,  are 
not  required  to  display  at  current  value 
plan  assets  and  liabilities  in  comparative 
form  as  of  the  end  of  the  previous  plan 
year  or  the  beginning  of  the  plan  year 
subject  to  the  initial  annual  report. 
(Plans  with  fewer  than  100  participants 
are  exempt  under  §  2520.104-46  from  the 
requirement  to  engage  an  accountant  to 
examine  the  plan’s  financial  statements 
and  prepare  an  accountant’s  report.) 

The  following  findings  are  made  with 
respect  to  the  promulgation  of  S  2520.- 
103-7  as  an  alternative  method  of  com¬ 
pliance  under  section  110  of  the  Act  for 
pension  plans  which  cover  fewer  than 
100  participants  at  the  beginning  of  the 
plan  year: 

1.  The  special  accounting  rules  are 
consistent  with  the  purposes  of  Title  I 
of  the  Act,  and  provide  adequate  dis¬ 
closure  to  plan  participants  and  bene¬ 
ficiaries  and  adequate  reporting  to  the 
Secretary.  Because  plans  filing  an  initial 
annual  report  for  the  plan  year  begin¬ 
ning  in  1975  may  not  have  previously 
maintained  their  financial  books  and  rec¬ 
ords  on  the  basis  of  current  value,  a  re¬ 
quirement  to  include  a  statement  of 
assets  at  current  value  as  of  the  begin¬ 
ning  of  the  plan  year  would  be  unduly 
burdensome. 

2.  Requiring  small  plans  to  obtain  a 
current  valuation  of  all  plan  assets  for 
the  beginning  of  the  1975  plan  year 
would  result  in  increased  costs  for  ap¬ 
praisal.  These  increased  costs  and  the 
administrative  burden  of  preparing  be¬ 
ginning  of  the  year  balances  at  current 
value  would  be  adverse  to  the  interests 
of  participants  and  beneficiaries  in  the 
aggregate. 

The  final  regulation,  unlike  the  pro¬ 
posed,  does  not  apply  to  plans  now  in 
existence,  but  not  currently  covered  by 
ERISA,  which  may  become  covered  in 
the  future. 

The  special  accounting  rules  exempt 
plans  from  the  requirement  of  includ¬ 
ing  beginning  of  the  year  balances  at 
current  value  in  the  annual  report.  Be¬ 
ginning  of  the  year  balances  may  be 
stated  on  the  basis  of  the  valuation 
method  used  at  the  beginning  of  the  year 
rather  than  at  current  value.  However, 
because  participants  could  be  confused 
by  attempting  to  compare  end  of  year 
balances  stated  at  current  value  to  be¬ 
ginning  of  year  balances  stated  on  a 
different*  basis,  §§  2520.1 04b-10  and 
2520.104b-ll  do  not  require  that  plans 
include  the  beginning  of  year  balances 
for  the  1975  plan  year  in  the  initial 
summary  annual  report. 

The  second  special  accounting  rule 
relieves  plans  from  having  an  audit  per- 
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formed  for  the  prior  year  in  addition 
to  the  audit  required  for  the  initial  re¬ 
porting  year.  In  most  cases,  an  audit  of 
the  financial  information  for  the  previ¬ 
ous  plan  year  would  be  burdensome  and 
expensive  for  plans,  particularly  in  the 
case  of  plans  which  were  not  previously 
audited.  Therefore,  under  the  authority 
of  section  104(a)  (3)  and  110  of  the 
Act,  §  2520.103-7  establishes  a  special 
rule  relieving  plans  from  this  require¬ 
ment. 

The  third  special  accounting  rule,  re¬ 
garding  the  accountant’s  opinion,  main¬ 
tains  consistency  with  the  second  rule. 
Because  no  audit  of  the  plan’s  financial 
statement  for  the  previous  plan  year  is 
required  for  plans  with  100  or  more  par¬ 
ticipants  which  elect  the  alternative/ 
exemption,  no  opinion  can  be  provided 
regarding  the  consistency  with  the  ac¬ 
counting  principles  and  practices  used 
in  the  previous  year. 

Section  2520.103-8 

Section  2520.103-8,  which  interprets 
section  103(a)(3)(C)  of  the  Act,  is  a 
new  regulation  which  was  not  included 
in  the  proposed  regulations  published  on 
November  19, 1975. 

Under  this  rule,  the  examination  and 
report  of  the  independent  qualified  pub¬ 
lic  accountant  need  not  address  any 
statement  or  information  regarding  plan 
assets  held  by  a  bank  or  insurance 
carrier,  which  is  regulated  and  super¬ 
vised  and  subject  to  periodic  examina¬ 
tion  by  a  State  or  Federal  agency,  pro¬ 
vided  that  the  statement  or  informa¬ 
tion  is  transmitted  and  certified  to  the 
plan  administrator  in  accordance  with 
§  2520.103-5  of  these  regulations.  Plan 
assets  held  in  any  type  of  bank  or  in¬ 
surance  carrier  trust  or  account,  in¬ 
cluding  separate  trusts,  common  or  coK 
lective  trusts,  custodial  accounts  and 
pooled  or  individual  separate  accounts, 
are  included. 

Section  2520.103-9 

Section  2520.103-9  implements  section 
103(b)(4)  of  the  Act,  which  authorizes 
the  Secretary  to  relieve  plans  with  as¬ 
sets  held  in  whole  or  in  part  in  a  com¬ 
mon  or  collective  trust  fund  or  a  pooled 
separate  aocount  from  filing  a  statement 
of  assets  and  liabilities  of  such  trust  or 
account  as  required  under  section  103 
(b)  (3)  (G)  of  the  Act  if  the  bank  or  in¬ 
surance  carrier  files  a  statement  of 
assets  and  liabilities  of  the  trust  or 
pooled  separate  account  directly  with  the 
Secretary. 

Comments  pointed  out  the  needless 
burden  on  plans  and  the  duplication  of 
statements  of  assets  and  liabilities  which 
would  be  filed  if  each  plan  participating 
in  a  common  or  collective  trust  fund  or 
pooled  separate  account  were  required 
to  file  such  a  statement  with  the  Secre¬ 
tary  of  Labor.  For  this  reason,  8  2520.103- 
9  establishes  a  procedure  for  banks,  trust 
companies  and  similar  institutions,  and 
insurance  carriers  to  file  with  the  Sec¬ 
retary  one  statement  of  assets  and  lia¬ 
bilities  on  behalf  of  all  plans  partici¬ 
pating  in  such  pooled  funds  or  accounts. 

The  direct  filing  procedure  established 
by  the  regulation  requires  that  the  bank 
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or  insurance  carrier  filing  the  statement 
Identify  the  trust  or  account  with  the 
employer  identification  number  (EIN)  of 
the  trust  or  account.  In  addition,  if  the 
bank  or  insurance  carrier  has  assigned 
the  same  EIN  to  more  than  one  trust  or 
account,  the  trusts  or  accounts  shall  als* 
be  sequentially  numbered  to  specifically 
Identify  the  common  or  collective  trust 
or  pooled  separate  account  in  which  the 
plan  is  participating.  The  bank  or  in¬ 
surance  carrier  must  file  with  the  Sec¬ 
retary  the  statement  of  assets  and  lia-- 
bilities  of  the  trust  or  account,  and  a 
list  of  the  EIN’s  and  names  of  plan  spon¬ 
sors  of  participating  plans.  The  bank 
or  insurance  carrier  must  send  to  each 
participating  plan  a  copy  of  the  state¬ 
ment  of  assets  and  liabilities,  the  EIN 
and  any  additional  identification  num¬ 
ber  of  the  trust  or  account,  and  a  certi¬ 
fication  that  the  statement  of  assets  and 
liabilities  has  been  filed  with  the  Secre¬ 
tary  on  or  before  the  date  upon  which 
the  annual  report  of  the  plan  is  re¬ 
quired  to  be  filed  in  accordance  with 
§§  2520.104a-5  or  2520.104a-6. 

Each  plan  choosing  to  take  advan¬ 
tage  of  the  direct  filing  procedure  must 
include  in  its  annual  report  the  EIN 
and  any  additional  identification  num¬ 
ber  of  the  trust  or  account  in  which  it  is 
a  participant  and  a  certification  that  it 
has  received  a  copy  of  the  statement  of 
assets  and  liabilities. 

Section  2520.103-10 

Section  2520.103-10  details  the  format 
and  content  of  the  schedules  which  are 
required  by  Item  24(b)  of  Form  5500,  and 
required  to  be  included  with  the  annual 
report  pursuant  to  the  limited  exemption 
and  alternative  method  of  compliance 
prescribed  in  §8  2520.103-1  (b)  and 
2520.103-2  (b).  The  format  and  content 
of  the  schedules  are  prescribed  in 
§  2520.103-10  pursuant  to  the  authority 
of  section  109(c)  of  the  Act.  The  format 
has  been  standardized  in  tabular  form  to 
permit  easier  processing  and  filing  by  the 
Department. 

Although  not  noted  in  the  instructions 
to  the  form,  the  party-in-interest  sched¬ 
ule  of  transactions  is  not  required  to  in¬ 
clude  any  transactions  for  which  there  is 
an  applicable  statutory  or  administra¬ 
tive  exemption.  Therefore  plans  are  re¬ 
lieved  of  the  potential  burden  of  listing 
large  numbers  of  transactions,  such  as 
securities  transactions,  for  which  an  ex¬ 
emption  has  been  granted. 

Section  2520.104-41 

Section  2520.104-41  provides  for 
simplified  annual  reporting  for  plans 
with  fewer  than  100  participants.  The 
proposed  version  of  this  regulation 
limited  simplified  annual  reporting  to 
only  Keogh  plans,  but  numerous  com¬ 
ments  indicated  the  desirability  of  ex¬ 
tending  simplified  annual  reporting  to 
all  small  employee  benefit  plans  with 
fewer  than  100  participants. 

EMPLOYEE  BENEFIT  PLANS  WITH  FEWER 
THAN  100  PARTICIPANTS 

Simplified  annual  reporting  is  pre¬ 
scribed  for  employee  benefit  plans  that 
have  fewer  than  100  participants  at  the 
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beginning  of  the  plan  year,  none  of  whom 
is  an  owner-employee  as  defined  in  sec¬ 
tion  401(c)(3)  of  the  Internal  Revenue 
Code  of  1954.  Such  a  plan  must  file  a 
Form  5500-C  “Annual  Return/Report  of 
Employee  Benefit  Plan  (with  fewer  than 
100  participants,  none  of  whom  is  an 
owner-employee)”  in  the  manner  pre¬ 
scribed  in  §  2520.104a-5.  Although  the  in¬ 
structions  to  the  annual  report  forms 
prescribe  simplified  forms  only  for  plans 
covering  fewer  than  100  participants  at 
all  times  during  the  plan  year,  this  re¬ 
quirement  could  be  overly  burdensome 
for  plans  unable  to  maintain  records  of 
the  number  of  participants  at  all  times 
during  the  year.  Therefore,  this  regula¬ 
tion  supersedes  the  instructions  to  the 
forms  and  prescribes  simplified  reporting 
for  plans  covering  fewer  than  100  par¬ 
ticipants  as  of  a  fixed  date,  the  beginning 
of  the  plan  year. 

KEOGH  PLANS 

Simplified  annual  reporting  is  pre¬ 
scribed  for  certain  Keogh  pension  plans 
required  to  file  an  annual  report  under 
section  104(a)(1)(A)  of  the  Act.  This 
method  of  simplified  annual  reporting  is 
available  only  to  Keogh  plans  with  fewer 
than  100  participants  at  the  beginning  of 
the  plan  year,  at  least  one  of  whom  is  an 
owner-employee  as  defined  in  section 
401(c)  (3)  of  the  Internal  Revenue  Code 
of  1954.  Such  a  pension  plan  must  file  a 
Form  5500-K  “Annual  Retum/Report  erf 
Employee  Pension  Benefit  Plans”  in  the 
manner  prescribed  in  §  2520.104ar-5. 

Neither  a  Keogh  plan  which  covers 
more  than  100  participants  nor  a  plan 
which  covers  only  shareholder-employees 
(Subchapter  S  plan)  is  eligible  for  this 
simplified  annual  reporting  method.  In¬ 
structions  to  the  annual  report  forms 
indicate  that  both  shareholder-employee 
plans  and  Keogh  plans  with  more  than 
100  participants  must  file  the  full  Form 
5500  "Annual  Retum/Report”  which 
provides  for  more  complete  and  detailed 
financial  information. 

Section  2520.104-42 

Under  the  authority  of  section  104(a) 
(2)  (A)  of  the  Act,  the  Secretary  of  Labor 
may  waive  the  requirement  that  actu¬ 
arial  information  on  the  annual  report 
include  the  present  value  of  the  plan’s 
liabilities  for  nonforfeitable  pension  ben¬ 
efits  allocated  by  termination  priority 
category,  as  set  forth  in  section  4044  of 
Title  IV  of  the  Act,  and  the  actuarial  as¬ 
sumptions  used  in  these  computations.  In 
order  to  waive  this  requirement,  however, 
the  Secretary  must  make  findings  as  re¬ 
quired  under  section  104(a)  (2)  (A)  as  to 
first,  whether  the  Interests  of  plan  partic¬ 
ipants  are  not  harmed  thereby,  and  sec¬ 
ond,  whether  the  expense  of  compliance 
with  the  specific  requirements  of  section 
103(d)  (6)  is  not  justified  by  the  needs  of 
the  participants,  the  Pension  Benefit 
Guaranty  Corporation  (PBGC)  and  the 
Department  of  Labor. 

Section  2520.104-42  provides  that  the 
plan  administrator  of  an  employee  pen¬ 
sion  benefit  plan,  required  under  section 
103(d)  of  the  Act  to  include  actuarial  in¬ 
formation  as  part  of  the  annual  report. 


is  not  required  to  include  in  the  annual 
report  for  the  1975  plan  year  a  statement 
of  the  present  value  of  all  the  plan’s  lia¬ 
bilities  for  nonforfeitable  pension  bene¬ 
fits  as  set  forth  in  S  4044  of  Title  IV  of 
the  Act  is  not  required  to  provide  the  ac¬ 
tuarial  assumptions  used  in  these  compu¬ 
tations.  The  waiver  is  based  upon  pre¬ 
liminary  findings  that  the  requirements 
of  section  103(d)  (6)  are  overly  burden¬ 
some  and  would  add  considerable  ex¬ 
pense  and  time  to  the  preparation  of  the 
actuarial  statement  of  the  annual  report. 
In  addition,  the  information  required 
under  section  103(d)  (6)  is  primarily  im¬ 
portant  to  a  plan  which  is  terminating 
and  would  be  of  little  relevance  to  par¬ 
ticipants  or  the  Secretary  in  the  case  of 
an  ongoing  plan.  PBGC  has  expressed  no 
need  for  such  Information  on  an  annual 
basis. 

Comments  received  on  the  proposed 
regulation  generally  supported  the 
waiver.  The  strongest  argument  in  favor 
of  the  waiver  is  cost,  especially  in  the 
case  of  small  plans.  However,  comments 
opposed  to  the  waiver  point  to  the  unset¬ 
tled  nature  of  reporting  for  plans.  In  ad¬ 
dition,  section  103(b)  (2)  of  the  Act  pro¬ 
vides  that  disclosure  concerning  “a  gen¬ 
eral  description  of  priorities  upon  ter¬ 
mination  of  the  plan”  is  to  be  considered 
by  the  accountant  with  respect  to  the 
notes  to  the  financial  statements.  From 
the  participant’s  point  of  view,  the  ter¬ 
mination  priority  information  would  be 
of  little  use  unless  the  participant  knows 
how  his  own  accrued  benefits  are  al¬ 
located  among  the  various  section  4044 
priority  categories. 

Therefore,  the  final  regulation  pro¬ 
vides  only  a  temporary  waiver.  The 
waiver  of  termination  priorities  infor¬ 
mation  is  effective  only  for  those  plan 
years  beginning  after  December  31, 1974, 
and  before  January  1,  1976  (i.e.,  pri¬ 
marily  1975  plan  years).  If  PBGC  de¬ 
velops  a  need  for  such  annual  infortna- 
tion,  or  if  the  Department  determines 
that  this  information  should  be  made 
available  to  participants  and  benefici¬ 
aries,  the  waiver  will  not  be  extended. 

The  waived  information  is  solicited  on 
an  optional  basis,  however.  Those  plans 
that  have  developed  the  requisite  data 
covering  the  termination  priority  cate¬ 
gories  are  requested  to  submit  this  in¬ 
formation  to  the  Department  of  Labor, 
though  there  is  no  requirement  that  they 
do  so.  This  data  will  assist  the  Depart¬ 
ment  in  making  a  final  determination  as 
to  the  usefulness  of  this  Information  to 
the  PBGC  and  participants  and 
beneficiaries. 

Section  2520.104-43 

Under  fi  2520.104-43,  a  welfare  plan 
participating  in  a  trade  association  or 
other  group  Insurance  arrangement 
which  meets  all  the  requirements  of 
S  2520.104-21  except  the  limitation  to 
fewer  than  100  participants  is  exempt 
from  the  requirements  to  file  an  annual 
report  with  the  Secretary  of  Labor  if  the 
trust  or  trade  association  that  acts  as  an 
intermediary  between  the  plan  and  the 
insurance  company  files  a  report  con¬ 
taining  the  information  specified  in 


$  2520.103-2.  This  section  is  designed  to 
obtain  annual  financial  Information 
from  the  central  trust  or  trade  associa¬ 
tion,  which  may  hold  plan  assets  for  a 
period  of  time  before  transmitting  then? 
to  the  insurance  company.  A  participat¬ 
ing  plan,  regardless  of  the  number  of 
participants,  does  not  have  the  financial 
data  relevant  to  the  group  insurance 
arrangement. 

It  is  the  trust  or  trade  association 
rather  than  the  plan  which  is  able  to 
provide  the  most  relevant  financial  in¬ 
formation  regarding  a  group  insurance 
arrangement,  because  it  is  only  at  tho 
trust  or  trade  association  level  that  any 
plan  assets  are  held  in  a  form  other  than 
premium  payments  or  insurance  con¬ 
tracts.  The  trust  or  trade  association 
may,  for  example,  maintain  a  contin¬ 
gency  or  reserve  fund  which  is  a  proper 
object  of  financial  reporting  in  the  case 
of  group  insurance  arrangements. 

Section  2520.104-43  provides  an  exemp¬ 
tion  which  makes  It  possible  to  avoid 
multiple  filings,  one  for  each  participat¬ 
ing  plan,  if  one  annual  report  is  filed  on 
behalf  of  the  entire  group  insurance  ar¬ 
rangement  or  trade  association. 

This  section  is  not  substantively 
changed  from  its  proposed  form.  Com¬ 
ments  (m  the  proposed  regulation  sup¬ 
ported  extension  of  the  regulation  to  in¬ 
clude  certain  multiple  employer  plans  as 
well  as  plans  of  controlled  groups,  point¬ 
ing  out  that  the  filing  instructions  D,  4 
and  D,  5  of  the  Form  5500  "Annual  Re¬ 
tum/Report”  could  be  construced  to  in¬ 
clude  these  types  of  plans.  This  regula¬ 
tion  does  not  extend  the  exemption,  but 
exempts  only  a  category  of  group  insur¬ 
ance  arrangement  plans,  i.e.,  plan  which 
meet  the  requirements  of  $  2520.104-21, 
other  than  the  requirement  that  such 
plans  have  fewer  than  100  participants — 
insured  welfare,  group  insurance  or  trade 
association  arrangements. 

Section  2520.104-44 

Section  2520.104-44,  which  is  a  con¬ 
solidation  of  proposed  SS  2520.104-44  and 
2520.104-45  published  on  November  19, 
1975,  exempts  unfunded  and  insured 
plans  from  completing  the  financial  in¬ 
formation  items  of  the  annual  report. 
Under  the  authority  of  section  104(a)  (3) 
of  the  Act,  the  Secretary  may  exempt 
welfare  plans  from  any  or  all  of  the  re¬ 
porting  and  disclosure  requirements  of 
Title  I.  Under  section  1 10  of  the  Act,  the 
Secretary  may  prescribe  an  alternative 
method  of  compliance  for  pension  plans 
subject  to  Part  I,  Title  I  of  the  Act. 

The  financial  statements  and  sched¬ 
ules  required  to  be  included  in  the  annual 
report  are  in  large  measure  irrelevant 
for  an  unfunded  plan  or  an  Insured  plan. 
Unfunded  and  insured  plans  exempt  from 
completing  certain  financial  portions  of 
the  annual  report  are  not  exempt  from 
completing  other  annual  report  items 
such  as  the  listing  of  plan  fiduciaries  and 
parties  receiving  compensation  from  the 
plan. 

One  comment  requested  an  extension 
of  the  exemption  to  plans  which  invest 
funds  solely  in  the  savings  accounts  of 
certain  financial  Institutions.  However, 
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because  such  a  plan  has  assets  subject  to 
the  annual  reporting  requirements,  the 
exemption  does  not  apply  to  such  a  plan. 

Another  comment  pointed  out  that  the 
exemption  should  apply  to  employee 
'  benefit  plans  which  are  partly  unfunded 
and  partly  insured  with  assets  held  in 
the  general  account  so  that  part  of  the 
plan  would  meet  the  exemption  proposed 
in  §  2520.104-44  and  part  would  meet  the 
exemption  proposed  in  §  2520.104-45. 
Welfare  plans  with  fewer  than  100  par¬ 
ticipants  which  combine  these  two  finan¬ 
cial  arrangements  are  presently  ex¬ 
empted  from  certain  other  reporting  and 
disclosure  regulations  under  §  2520.104- 
20.  The  exemption  has  been  revised  to 
include  such  a  combined  financial  ar¬ 
rangement.  In  doing  so,  the  two  proposed 
regulations,  §§  2520.104-44  and  2520.104- 
45,  are  combined  into  one  regulation. 

Because  of  the  limited  exemptions  of 
§§  2520.104-20,  104-23,  104-34,  and  104- 
25,  many  employee  benefit  plans  are  al¬ 
ready  exempt  from  the  annual  reporting 
requirements.  Many  more  plans  will  be 
affected  by  §  2520.104-44.  Unfunded  or 
insured  (or  combination)  welfare  plans 
which  cover  fewer  th^n  100  participants 
,  are  exempt  from  the  annual  reporting 
requirements  under  §  2520.104-20.  Un¬ 
funded  or  insured  pension  and  wel¬ 
fare  plans  maintained  by  an  employer 
for  a  select  group  of  management  or 
highly  compensated  employees  (“top  hat-’ 
plans)  are  also  exempt  under  §8  2520.- 
104-23  and  104-24.  Welfare  plans  which 
are  established  only  to  provide  for  day 
care  centers  are  exempt  from  all  report¬ 
ing  and  disclosure  requirements,  includ¬ 
ing  the  annual  reporting  requirements 
under  §  2520.104-25.  In  effect,  the  only 
plans  which  are  affected  by  the  exemp¬ 
tion  under  §  2520.104-44  are  unfunded  or 
insured  (or  combination)  welfare  plans 
covering  100  or  more  participants  and  in¬ 
sured  pension  plans  of  any  size. 

The  following  findings  are  made  with 
respect  to  the  promulgation  of  §  2520.- 
104-44  as  an  alternative  method  of  com¬ 
pliance  under  section  110  of  the  Act: 

1.  The  use  of  the  alternative  method 
of  compliance  set  forth  below  is  consist¬ 
ent  with  the  purposes  of  Title  I  of  the 
Act,  and  provides  adequate  reporting  to. 
the  Secretary  and  adequate  disclosure  to 
plan  participants  and  beneficiaries.  The 
Act  requires  an  employee  benefit  plan  to 
Include  certain  financial  information 
which  is  inapplicable  to  insured  and  un¬ 
funded  plans.  Because  a  wholly  insured 
or  unfunded  plan,  or  a  partly  insured- 
partly  unfunded  plan,  has  no  assets  or 
liabilities  other  than  insurance  contracts 
or  past  due  insurance  premiums  in  the 
case  of  an  insured  plan,  the  provisions  of 
the  Act  requiring  financial  statements 
are  irrelevant.  Consequently,  the  alter* 
native  method  of  compliance  does  not 
exempt  insured  or  unfunded  plans  from 
reporting  and  disclosing  any  informa¬ 
tion  which  they  would  otherwise  be  able 
to  report  and  disclose. 

2.  If  an  insured  or  unfunded  plan  were 
not  clearly  exempt  from  including  cer¬ 
tain  financial  information  in  the  annual 
report,  such  plan  would  incur  the  need¬ 
less  expense  of  hiring  an  independent 
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qualified  public  accountant.  The  regula¬ 
tion  makes  it  clear  that  an  insured  or 
unfunded  plan  is  not  required  to  hire  an 
independent  qualified  public  accountant. 

3.  The  unnecessary  expense  of  an  au¬ 
dit  and  the  preparation  of  irrelevant  fi¬ 
nancial  statements  would  be  adverse  to 
the  interests  of  plan  participants  in  the 
aggregate. 

With  respect  to  the  promulgation  of 
§  2520.104-44  as  an  exemption  under  sec¬ 
tion  104(a)  (3)  of  the  Act  the  annual  re¬ 
porting  provisions  requiring  insured  or 
unfunded  plans  to  include  certain  finan¬ 
cial  information  are  found  inappropriate 
for  the  reasons  listed  above. 

Section  2520.104-45 

Section  2520.104-45,  a  new  section  not 
included  in  the  November  19,  1975  pro¬ 
posed  regulations,  exempts  insured  plans 
with  fewer  than  100  participants  as  of  the 
beginning  of  the  plan  year  from  report¬ 
ing,  in  the  initial  annual  report  filed  for 
tiie  1975  plan  year,  the  names  and  ad¬ 
dresses  of  the  brokers,  agents,  or  other 
persons  to  whom  commissions  or  fees 
were  paid  by  the  plan,  the  amount  paid 
to  each,  and  the  purpose  of  the  payment, 
otherwise  required  by  sections  103  (c) 
and  (e)  of  the  Act. 

Comments  received  by  the  Department 
of  Labor  on  the  proposed  annual  report¬ 
ing  regulations  stated  that  insurance 
commission  information  is  not  presently 
maintained  by  insurance  carriers  on  a 
plan-by-plan  basis  in  some  cases,  but  is 
instead  retained  on  the  basis  of  the  agent 
handling  the  insurance  contract.  Under 
the  Welfare  and  Pension  Plans  Disclosure 
Act  (29  U.S.C.  301),  plans  with  fewer 
than  100  participants  were  not  subject 
to  the  reporting  requirements,  and  for 
the  relatively  few  individual  policy  plans 
with  over  100  participants,  insurance  car¬ 
riers  produced  the  data  manually. 

Under  ERISA,  insurance  carriers  must 
establish  systems  for  retrieving  this  in¬ 
formation  for  under-100  plans  on  a  plan- 
by-plan  basis.  Because  this  process  is 
both  expensive  and  time-consuming,  in¬ 
surance  carriers  will  require  another 
year’s  lead  time,  and  have  requested  a 
one  year  exemption  from  the  requirement 
that  insurance  fees  and  commissions  be 
included  in  the  annual  report  for  these 
small  plans. 

Therefore,  the  following  findings  are 
made  with  respect  to  the  promulgation 
of  §  2520.104-45  as  an  alternative  method 
of  compliance  under  section  110  of  the 
Act: 

1.  The  alternative  method  of  compli¬ 
ance  is  consistent  with  the  purposes  of 
Title  I  of  the  Act.  and  provides  adequate 
disclosure  to  plan  participants  and  bene¬ 
ficiaries  and  adequate  reporting  to  the 
Secretary.  The  information  regarding  the 
insurance  fees  and  commissions  paid  by 
insurance  carriers  of  small  insured  pen¬ 
sion  plans  will  be  reported  to  the  Secre¬ 
tary  and  disclosed  to  the  participants 
and  beneficiaries  for  plan  years  begin¬ 
ning  in  1976. 

2.  Requiring  small  insured  plans  to  re¬ 
port  and  disclose  insurance  fees  and  com¬ 
missions  information  in  the  initial  an¬ 
nual  report  under  ERISA  would  increase 
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the  costs  to  plans  and  would  impose 
unreasonable  administrative  burdens 
with  respect  to  the  operation  of  the  plan. 
Small  insured  plans  cannot  obtain  com¬ 
mission  information  from  insurance  car¬ 
riers,  until  data  systems  which  compile 
this  information  on  a  plan-by-plan  basis 
have  been  established.  To  require  these 
plans  to  report  and  disclose  this  informa¬ 
tion  for  the  initial  annual  report  would 
impose  an  unreasonable  and  potentially 
impossible  burden  of  retrieving  and  col¬ 
lecting  this  data  manually. 

3.  Requiring  small  insured  plans  to  re¬ 
port  and  disclose  insurance  fees  and  com¬ 
missions  information  would  be  adverse  to 
the  interests  of  plan  participants  in  the 
aggregate.  Such  requirement  would  have 
the  consequence  of  greatly  increasing 
the  insurance  carriers  costs  and  thereby 
resulting  in  possibly  increased  premium 
or  administration  charges. 

Therefore,  the  inclusion  in  the  annual 
report  of  information  regarding  insur¬ 
ance  fees  and  commissions  for  plans  with 
fewer  than  100  participants  is  deferred 
for  one  year  by  this  regulation,  pursuant 
to  the  authority  of  sections  104(a)  (3) 
and.  110  of  the  Act. 

Section  2520.104-46 

Section  2520.104-46  waives  the  require¬ 
ment  to  engage  an  independent  qualified 
public  accountant  for  both  pension  and 
welfare  plans  with  fewer  than  100  par¬ 
ticipants  as  of  the  beginning  of  the  plan 
year.  The  waiver  for  pension  plans  is 
based  on  the  statutory  authority  of  sec¬ 
tions  103(a)  (3)  (A)  and  104(a)  (2)  of  the 
Act,  while  the  waiver  for  welfare  plans 
is  based  on  the  broad  exemption  author¬ 
ity  of  section  104(a)  (3)  of  the  Act.  Both 
sections  103(a)(3)(A)  and  104(a)(2) 
evidence  a  specific  intent  to  provide  small 
plans  with  relief  from  burdensome  and 
expensive’  reporting  requirements. 

Although  the  proposed  annual  report¬ 
ing  regulations  issued  in  November  1975, 
contained  no  proposed  waiver,  a  great 
many  comments  have  been  submitted  in 
support  of  a  waiver  of  the  audit  require¬ 
ment  for  small  plans.  The  overwhelming 
majority  of  the  comments  pointed  out 
the  excessive  burden  to  small  plans  of 
the  requirement  of  hiring  an  independ¬ 
ent  qualified  public  accountant,  asserting 
that  in  many  cases  such  a  cost  would  ef¬ 
fectively  double  the  administrative  costs 
of  a  small  plan  or  possibly  result  in  ter¬ 
mination  of  many  such  small  plans. 

Section  2520.104a^5 

Proposed  §  2520.104a-5  has  been 
amended  to  provide  a  deferral  for  the 
filing  of  the  first  annual  report,  as  au¬ 
thorized  by  section  104(a)  (1)  (A)  of  the 
Act.  The  deferral  will  allow  the  first  an¬ 
nual  report  filing  to  be  eleven  and  one- 
half  months  after  the  end  of  the  plan 
year  beginning  in  1675. 

By  a  press  release  dated  March  2, 1976, 
the  Department  announced  that  the  due 
date  of  the  annual  report  for  the  1975 
plan  year  would  be  extended  to  nine  and 
one  half  months  after  the  end  of  the  plan 
year.  This  regulation  therefore  adds  two 
months  to  the  previously  announced  ex¬ 
tension. 
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Applying  this  rule,  plans  which 
changed  their  plan  years  during  1975 
would  have  had  to  file  an  initial  annual 
report  prior  to  December  15,  1976.  Be¬ 
cause  this  would  not  allow  such  plans 
sufficient  time  to  prepare  their  annual 
reports,  the  rule  provides  that  no  plan 
is  required  to  file  the  initial  annual  re¬ 
port  earlier  than  December  15, 1976. 

Section  2520.104a-6 

Section  2520.104a-6  prescribes  the  an¬ 
nual  report  filing  date  requirements  to 
be  met  by  trusts,  trade  associations  or 
other  entities  filing  under  the  provisions 
of  §5  2520.103-2  and  2520.104-43.  The 
trust  or  trade  association  which  files  the 
annual  report  described  in  5  2520.103-2 
within  eleven  and  one  half  months  after 
the  end  of  the  fiscal  year  of  the  trust, 
trade  association,  or  other  entity  which 
begins  in  1975  satisfies  the  requirements 
of  the  exemption.  Because  the  trust  or 
trade  association,  rather  than  the  par¬ 
ticipating  employers,  is  the  primary 
source  of  financial  information  for  the 
plan,  it  is  appropriate  to  link  the  annual 
reporting  date  to  the  fiscal  year  of  the 
trust  or  trade  association,  rather  than  a 
participating  employer’s  taxable  year  or 
the  plan  year.  No  comments  were  re¬ 
ceived  on  this  or  any  other  feature  of  this 
section.  To  insure  that  all  trusts  or  trade 
associations  have  sufficient  time  to  pre¬ 
pare  their  annual  reports  for  the  initial 
annual  filing,  the  rule  provides  that  no 
annual  report  is  required  to  be  filed  prior 
to  December  15, 1976. 

Section  2S20.104b-10 

Section  2520.104b-10  prescribes  the 
content,  style  and  format  of  the  sum¬ 
mary  annual  report  which  must  be  fur¬ 
nished  to  participants  and  beneficiaries 
of  a  plan  under  section  104(b)  (3)  of  the 
Act. 

Numerous  comments  indicated  that 
the  requirements  for  the  summary  an¬ 
nual  report  were  burdensome,  counter¬ 
productive,  and  not  in  the  best  interests 
of  the  participants.  Therefore,  this  final 
regulation  simplifies  the  summary  an¬ 
nual  reporting  requirements  while  ap¬ 
prising  plan  participants  of  the  most 
significant  aspects  of  the  plan’s  financial 
status. 

Except  for  unfunded  plans  with  over 
100  participants  (which  are  exempted), 
the  requirements  for  the  contents  of  the 
summary  annual  report  for  plans  filing 
annual  report  Form  5500  are  determined 
by  either  the  statutory  provisions  of  sec¬ 
tion  104(b)  (3)  or  the  limited  exemption 
alternative  method  of  compliance  of 
5  2520.103-1  (a)  (2). 

The  contents  of  the  summary  annual 
report  for  plans  filing  Form  5500  and  us¬ 
ing  the  limited  exemption  or  alternate 
method  of  compliance  under  5  2520.103- 
1(b)  must  include: 

(1)  A  statement  of  assets  and  liabili¬ 
ties,  presented  at  current  value  (with  the 
exception  stated  in  5  2520.103-7),  (2) 
separate  or  combined  statements  of  in¬ 
come  and  expenses,  and  changes  in  net 
assets,  (3)  notes  to  the  financial  state¬ 
ments,  and  (4)  a  notice  that  the  com¬ 
plete  annual  report  is  available  upon  re¬ 


quest  for  a  reasonable  charge  and 
available  for  examination  at  the  plan 
administrator’s  office  and  certain  em¬ 
ployer  establishments  and  union  offices 
or  meeting  halls,  as  prescribed  in  §  2520.- 
104b-l.  The  notice  is  not  required  to  in¬ 
clude  a  complete  listing  of  addresses 
where  documents  must  be  made  avail¬ 
able  for  examination  in  accordance  with 
5  2520.104b-l ;  however,  reasonable  guid¬ 
ance  should  be  provided,  identifying 
locations  where  the  full  annual  report 
may  be  examined  and  supplying  other 
pertinent  information  such  as  hours  dur¬ 
ing  which  documents  will  be  available. 

Plans  filing  Form  5500-C  or  Form 
5500-K  are  required  to  include  in  the 
summary  annual  report  a  copy  of  the 
appropriate  Form  (5500  -C  or  -K)  and  a 
notice  of  availability  of  the  complete  an¬ 
nual  report  including  the  schedule  of 
party-in -interest  transactions.  The  state¬ 
ment  of  assets  and  liabilities  which 
must  be  included  in  the  summary  an¬ 
nual  report  is  the  statement  in  items  13 
of  Form  5500-0  and  12  of  Form  5500-K, 
with  the  exception  stated  in  5  2520.104 
b-10. 

Because  unfunded  plans  with  over  100 
participants  are  exempt  from  filing  any 
financial  Information  on  Form  5500, 
totally  unfunded  plans  are  exempt  from 
the  summary  annual  report  requirement. 

Several  comments  took  the  position 
that  the  accountant’s  opinion  called  for 
in  the  proposed  regulations  was  unneces¬ 
sary  for  the  summary  because  the  opin¬ 
ion  was,  in  effect,  only  a  verification  of 
the  accuracy  and  completeness  of  the 
financial  information  which  did  not  spe¬ 
cifically  contribute  to  the  summary  an¬ 
nual  report.  The  provisions  of  the  pro¬ 
posed  regulations  which  would  have  re¬ 
quired  a  copy  of  the  accountant’s  opinion 
on  the  full  annual  report  to  be  included 
in  the  summary  annual  report  have  been 
deleted. 

In  addition,  there  is  no  requirement  to 
provide  certain  actuarial  information  in 
the  summary  as  was  required  under  the 
proposed  regulation.  Such  information, 
while  relevant  to  defined  benefit  plans, 
is  not  essential  to  a  summary  of  the  fi¬ 
nancial  status  of  the  plan. 

The  final  regulation  also  changes  the 
requirements  contained  in  the  proposed 
regulation  for  insured  plans,  so  that  all 
the  information  required  by  Schedule 
A — “Insurance  Information”  need  not  be 
Included  in  the  summary.  Only  insurance 
information  relevant  to  the  particular 
type  of  plan  and  contract  is  required. 

The  foreign  language  provision  of  the 
regulation  requires  that  oral  assistance  in 
understanding  the  summary  be  offered  to 
participants  who  are  literate  only  in  a 
language  other  than  English.  The  pro¬ 
posal  would  have  required  a  plan  which 
covers  500  or  more  participants  all  of 
whom  are  literate  only  in  the  same  for¬ 
eign  language,  or  which  covers  any  em¬ 
ployer  establishment  in  which  50  per¬ 
cent  or  more  of  the  participants  are  liter¬ 
ate  only  in  the  same  foreign  language,  to 
include  the  offer  of  assistance.  The  pro¬ 
vision  in  this  regulation  requires  oral 
assistance  in  the  case  of  a  plan  which 
covers  fewer  than  100  participants  as  of 


the  beginning  of  the  plan  year,  where 
25  percent  or  more  are  literate  only  in 
the  same  non-English  language,  and,  in 
the  case  of  a  plan  which  covers  100  or 
more  participants,  where  500  or  more,  or 
10  percent  or  more  of  all  plan  partici¬ 
pants  (whichever  is  less),  are  literate 
only  in  the  same  non-English  language. 

Although  plans  are  not  required  to 
include  any  information  in  the  summary 
annual  report  which  is  not  specified  in 
the  regulation,  the  plan  administrator 
may  choose  to  add  further  relevant  in¬ 
formation  or  explanatory  material. 
However,  the  items  required  to  be  in¬ 
cluded  in  the  summary  annual  report 
must  not  be  presented  in  a  manner 
which  will  have  the  effect  of  misleading 
or  misinforming  the  participant  and  any 
supplementary  information  must  be 
written  in  a  manner  calculated  to  be 
understood  by  the  average  participant. 
Thus  a  summary  annual  report  should 
not  highlight  a  narrative  explanation  of 
the  plan’s  financial  status,  while  pre¬ 
senting  the  financial  statements  and 
schedules  in  fine  print  at  the  end  of  the 
summary. 

The  regulation  requires,  as  a  general 
rule,  that  a  summary  annual  report  be 
furnished  to  plan  participants  and  bene¬ 
ficiaries  within  9  months  after  the  close 
of  the  plan  year,  which  is  2  months  after 
the  date  upon  which  the  annual  report 
must  be  filed  with  the  Secretary.  Be¬ 
cause  the  annual  report  for  the  1975  plan 
year  is  not  required  to  be  filed  until  11  % 
months  after  the  close  of  the  plan  year, 
the  initial  summary  annual  report  dis¬ 
closure  requirement  has  been  similarly 
deferred  until  13%  months  after  the 
close  of  the  1975  plan  year. 

Pursuant  to  section  110  of  the  Act,  the 
following  findings  are  made  with  re¬ 
spect  to  the  application  of  the  deferral 
to  pension  plans: 

1.  The  deferral  is  consistent  with  the 
purposes  of  Title  I  of  the  Act,  and  pro¬ 
vides  adequate  disclosure  to  plan  par¬ 
ticipants  and  beneficiaries  and  adequate 
reporting  to  the  Secretary.  The  deferral 
will  allow  sufficient  time  after  filing  the 
annual  report  so  that  plan  administra¬ 
tors  may  select  afiff  prepare  for  distri¬ 
bution  the  documents  required  for  dis¬ 
tribution  to  plan  participants  and  bene¬ 
ficiaries  in  a  manner  calculated  to  give  a 
clear  and  understandable  report  for 
these  purposes. 

2.  Application  of  the  statutory  require¬ 
ment  of  7  months  to  distribute  the  sum¬ 
mary  annual  report  (or  the  11%  month 
deferred  filing  date  for  1975  plan  year 
reporting)  would  Impose  unreasonable 
administrative  burdens  with  respect  to 
the  operation  of  pension  plans.  If  the 
distribution  period  were  not  extended  2 
months  beyond  the  annual  report  filing 
date,  administrators  of  pension  plans 
would  be  faced  with  the  difficult  task  of 
presenting  appropriate  data  and  distrib¬ 
uting  the  summary  annual  report  In  an 
unreasonably  short  period  of  time.  The 
deferral  will  facilitate  preparation  of  the 
summary  annual  report- 

3.  The  unreasonable  burden  which 
would  be  placed  on  administrators  of 
pension  plans  by  the  application  of  the 
statutory  7  month  period  (or  the  11% 
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month  deferred  filing  date  for  1975  plan 
year  reporting)  would  be  adverse  to  the 
interests  of  pension  plan  participants  in 
the  aggregate.  Failure  to  defer  the  sum¬ 
mary  annual  report  requirement  could 
result  in  hastily  prepared  disclosure  doc¬ 
uments  which  might  be  incomplete,  diffi¬ 
cult  to  understand  or  factually  inaccu¬ 
rate  or  misleading. 

Pursuant  to  section  110  of  the  Act,  the 
following  findings  are  made  with  respect 
to  the  alternative  method  of  compliance 
for  the  contents  of  summary  annual  re¬ 
ports  by  pension  plans: 

1.  Use  of  the  alternative  method  of 
compliance  set  forth  in  S  2520.104b-10  is 
consistent  with  the  purposes  of  Title  I 
of  the  Act  and  provides  adequate  disclo¬ 
sure  to  plan  participants  and  benefi¬ 
ciaries  and  adequate  reporting  to  the 
Secretary.  Section  104(b)  (3)  of  the  Act 
specifies  two  statements  which  must  be 
included  in  the  summary  annual  report: 
the  statement  of  assets  and  liabilities 
and  the  statement  of  receipts  and  dis¬ 
bursements.  The  alternative  method  of 
compliance  requires  that  a  statement  of 
assets  and  liabilities  and  income  and  ex¬ 
penses  be  included  in  the  summary  an¬ 
nual  report.  The  alternative  provides 
plan  participants  and  beneficiaries  with 
sufficient  financial  information  upon 
which  an  initial  appraisal  of  the  plan’s 
performance  can  be  based,  while  the 
notice  of  the  availability  of  other  plan 
documents  alerts  participants  to  their 
right  to  obtain  more  detailed  information 
about  the  plan’s  financial  status  if  an 
individual  desires  clarification  or  a  more 
detailed  analysis  of  the  plan’s  financial 
status. 

2.  If  the  statutory  requirements  for 
the  contents  of  the  summary  annual  re¬ 
port  were  maintained  many  pension 
plans  would  be  subject  to  increased  costs 
and  to  unreasonable  administrative  bur¬ 
dens  with  respect  to  their  operation. 
In  addition,  requiring  a  plan  which  does 
not  list  assets  and  liabilities  at  the  be¬ 
ginning  of  the  year  at  current  value 
would  in  many  Instances  require  an 
audit  of  the  previous  year’s  books  and 
records  as  well  as  possibly  costly  ap¬ 
praisal  procedures.  Requiring  such  plans 
to  include  current  value  information  in 
the  summary  annual  report  would  sub¬ 
ject  the  plan  to  substantial  administra¬ 
tive  burdens  and  costs. 

3.  Imposition  of  the  summary  annual 
report  statutory  requirements  would  be 
adverse  to  the  interests  of  participants 
and  beneficiaries  in  the  aggregate.  Re¬ 
quiring  plans  to  include  different  infor¬ 
mation  in  the  summary  annual  report 
than  is  included  in  the  annual  report 
would  provide  no  assurance  to  partici¬ 
pants  and  beneficiaries  that  the  finan¬ 
cial  information  contained  in  the  sum¬ 
mary  is  the  same  information  filed  with 
the  Secretary  in  the  full  annual  report. 
In  addition,  the  inclusion  of  beginning  of 
the  year  balances  of  assets  and  liabili¬ 
ties  at  a  valuation  other  than  current 
value,  such  as  cost,  could  mislead  and 
confuse  participants  as  to  any  actual  ap¬ 
preciation  or  depreciation  in  the  value  of 
plan  assets  and  liabilities. 


Section  2520.1040-11 

Section  2520.-104b-ll  prescribes  the 
contents  of  the  summary  annual  report 
for  group  insurance  arrangements.  The 
prescribed  disclosure  date  is  9  months 
after  the  close  of  the  fiscal  year  of  the 
trust,  trade  association,  or  other  entity, 
except  for  fiscal  years  beginning  in  1975, 
in  which  case  the  disclosure  date  is  13  Vie 
months  after  the  close  of  the  fiscal  year 
or  February  15,  1977,  whichever  is  later. 

The  requirements  for  the  content  of 
the  summary  annual  report  for  group  in¬ 
surance  arrangements  have  been 
changed  from  the  requirements  of  the 
proposed  regulation. 

A  group  insurance  arrangement  com¬ 
plying  with  the  limited  exemption  of 
§  2520.104-43  for  the  filing  of  the  annual 
report  must  also  follow  the  requirements 
of  this  section  relating  to  summary  an¬ 
nual  report.  The  summary  annual  re¬ 
port  must  include:  (1)  A  statement  of 
assets  and  liabilities  at  current  value  (ex¬ 
cept  as  provided  in  §  2520.103-7) ,  and  (2) 
separate  or  combined  statements  of  In¬ 
come  and  expenses,  and  changes  in  net 
assets,  (3)  notes  to  the  financial  state¬ 
ments,  and  (4)  a  notice  that  the  com¬ 
plete  annual  report  and  accompanying 
statements  and  schedules  are  available 
upon  request  for  a  reasonable  charge 
and  available  for  examination  at  the 
plan  administrator’s  office  and  certain 
employer  establishments  and  union  of¬ 
fices  or  meeting  halls,  as  prescribed  In 
S  2520.104b-l. 

The  content  and  format  of  the  state¬ 
ments  and  notes  are  prescribed  in 
S  2520.103-2 (b)  (2)  and  (3).  A  trust  that 
does  not  list  assets  and  liabilities  at  cur¬ 
rent  value  at  the  beginning  of  the  year 
as  permitted  by  {  2520.103-7(c)  (1)  shall 
not  include  the  value  of  assets  and  liabil¬ 
ities  of  the  trust  as  of  the  beginning  of 
the  plan  year. 

Several  comments  objected  to  the  in¬ 
clusion  of  the  accountant’s  opinion  in 
the  summary  annual  report.  This  re¬ 
quirement  has  been  removed  for  all  sum¬ 
mary  annual  reports. 

Other  comments  addressed  the  dis¬ 
closure  burden  placed  on  small  plans 
participating  in  group  insurance  ar¬ 
rangements.  Although  responsibility  lies 
with  the  plan  administrator  to  furnish 
the  summary  annual  report  to  plan  par¬ 
ticipants  and  beneficiaries  in  accordance 
with  §  2520.104b-l,  all  the  financial  in¬ 
formation  required  to  be  Included  in  the 
summary  is  the  same  information  that 
must  be  filed  by  the  trust,  trade  associa¬ 
tion  or  other  entity  in  the  annual  report. 

Accordingly,  29  CFR  Part  2520  is 
amended  by  adding  $S  2520.103-1 
through  2520.103-10,  2520.104-41  through 
2520.104-46,  2520.104a-5,  2520.104ar-6. 

2520.104b-10,  and  2520.104b-ll  to  read  as 
follows: 

Subpart  C 

Sec. 

2520.103- 1  Content  of  annual  report. 

2520.103- 2  Content  of  annual  report  for 

a  group  insurance  arrange¬ 
ment. 

2520  103-3  Exemption  from  certain  an¬ 
nual  reporting  requirements 
for  assets  held  In  a  common 
or  commingled  trust  fund. 


Sec. 

2620.103- 4  Exemption  from  certain  an¬ 

nual  reporting  requirements 
for  assets  held  In  an  Insur¬ 
ance  company  pooled  sepa¬ 
rate  account. 

2520.103- 5  -Transmittal  and  certification 

of  Information  to  plan  ad¬ 
ministrator  for  annual  re¬ 
porting  purposes. 

2520.103- 6  Definition  of  reportable  trans¬ 

action  for  purposes  of  an¬ 
nual  retum/report. 

2520.103- 7  Special  accounting  rules  for 

plans  filing  the  initial  an¬ 
nual  report. 

2520.103- 8  Limitation  on  scope  of  ac¬ 

countant’s  examination. 

2520.103- 9  Direct  filing  rules  for  bank 

common  and  commingled 
trusts  and  insurance  carrier 
pooled  separate  accounts. 

2520.103- 10  Format  and  contents  of  an¬ 

nual  report/return  finan¬ 
cial  schedules. 

Subpart  D 

2520.104- 41  Simplified  annual  reporting 

requirements  for  plans  with 
fewer  than  100  participants. 

2520.104- 42  Waiver  of  certain  actuarial  in¬ 

formation  in  the  annual  re¬ 
port. 

2520.104- 43  Exemption  from  annual  re¬ 

porting  requirement  for 
certain  group  insurance  ar¬ 
rangements. 

2520.104- 44  Limited  exemption  and  alter¬ 

native  method  of  compliance 
for  annual  reporting  by  un¬ 
funded  or  Insured  welfare 
and  pension  plans. 

2520.104- 45  Temporary  exemption  from 

reporting  Insurance  fees  and 
commissions  for  insured 
plans  with  fewer  than  100 
participants. 

2520.104- 46  Waiver  of  examination  and  re¬ 

port  of  an  independent 
qualified  public  accountant 
for  employee  benefit  plans 
with  fewer  than  100  partici¬ 
pants. 

Subpart  E 

2520. 104 a-5  Annual  report  filing  require¬ 
ments. 

2520.104a-6  Annual  reporting  for  plans 
which  are  part  of  a  group 
insurance  arrangement. 

Subpart  F 

2520. 104 b-10  Summary  annual  report. 
2520.104b-ll  Summary  annual  report  for 
plans  which  are  part  of  a 
group  Insurance  arrange¬ 
ment. 

Attthoritt  :  Secs.  101,  102,  103,  104,  109, 
110.  111(b)(2),  111(e),  506,  Pub.  L.  03-406. 
88  Stat.  840-52,  894  (29  UJS.C.  1021-24. 
1029-31.  1135);  Secretary  of  Labor’s  Order 
No.  13-76. 

SubpartC 

§  2520.103—1  Contents  of  the  annual  re¬ 
port. 

(a)  General.  The  administrator  of  a 
plan  required  to  file  an  annual  report  In 
accordance  with  section  104(a)  (1)  (A)  of 
the  Act  shall  Include  with  the  annual 
report  the  information  prescribed  In  par¬ 
agraph  (a)  (1)  of  this  section  or  in  the 
limited  exemption  or  alternative  method 
of  compliance  described  In  paragraph 
(a)  (2)  of  this  section. 
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(1)  The  annual  report  shall  contain 
the  information  prescribed  in  section  103 
of  the  Act 

(2)  Under  the  authority  of  sections 
104(a)  (3)  and  110  of  the  Act,  a  limited 
exemption  or  alternative  method  of  com¬ 
pliance  is  prescribed  for  employee  wel¬ 
fare  and  pension  benefit  plans,  respec¬ 
tively,  which  cover  100  or  more 
participants  at  any  time  during  the  plan 
year.  A  plan  electing  the  limited  exemp¬ 
tion  or  alternative  method  of  compli¬ 
ance  shall  file  an  annual  report  contain¬ 
ing  the  information  prescribed  in  para¬ 
graph  (b)  and  shall  furnish  a  summary 
annual  report  as  prescribed  in  §  2520.- 
104b-10(c)  (1)  (v)  or  8  2520.104b-ll. 

(b)  Contents  of  the  annual  report  for 
plans  with  100  or  more  participants 
electing  the  limited  exemption  or  alter¬ 
native  method  of  compliance.  Except  as 
provided  in  88  2520.104-44  and  2520.- 
103-2,  the  annual  report  of  an  employee 
benefit  plan  covering  100  or  more  partic¬ 
ipants  at  any  time  during  the  plan  year 
which  elects  the  limited  exemption  or 
alternative  method  of  compliance  de¬ 
scribed  in  paragraph  (a)  (2)  shall  in¬ 
clude: 

(1)  A  DOL/IRS  Form  5500  “Annual 
Retum/Report  of  Employee  Benefit 
Plan’'  and  any  schedules  (Schedule  A 
“Insurance  Information”  or  Schedule  B 
“Actuarial  Information”)  required  to  be 
attached  according  to  the  instructions 
to  the  form. 

(2)  The  following  financial  state¬ 
ments: 

(1)  Except  as  provided  in  $  2520.103-7, 
a  statement  of  assets  and  liabilities  at 
current  value  presented  in  comparative 
form  for  beginning  and  end  of  year.  The 
statement  of  plan  assets  and  liabilities 
shall  include  the  assets  and  liability 
listed  in  columns  a  and  d  of  item  13  of 
Form  5500;  however,  the  assets  and 
liabilities  may  be  aggregated  into  cate¬ 
gories  in  a  manner  other  than  that  used 
on  the  Form  5500. 

(ii)  Separate  or  combined  statements 
of  all  plan  income  and  expenses  and  of 
Ganges  in  net  assets  which  include  the 
categories  of  income,  expense,  and 
changes  in  assets  shown  in  item  14  of 
Form  5500;  however  the  income,  expense, 
and  changes  in  net  assets  may  be  aggre¬ 
gated  into  categories  in  a  manner  other 
than  that  used  on  the  Form  5500. 

(iii)  The  financial  statements  required 
by  this  paragraph  may  be  presented  in  a 
format  which  may  include  the  following: 

(iv)  Separate  typewritten  or  printed 
statements  as  described  in  paragraphs 
(b)  (2)  (i)  and  (ii)  of  this  section,  type¬ 
written  or  printed  statements  which  are 
reproductions  of  items  13  and  14  of  Form 
5500  or  a  statement  incorporating  by 
reference  items  13  and  14  of  Form  5500. 

(3)  Notes  to  the  financial  statements 
described  in  paragraph  (b)(2)  of  this 
section  which  contain  a  description  of 
the  accounting  principles  and  practices 
reflected  in  the  financial  statements,  and, 
if  applicable,  variances  from  generally 
accepted  accounting  principles;  a  de¬ 
scription  of  the  plan  including  any  signif¬ 
icant  changes  in  the  plan  made  during 
the  period  and  the  Impact  of  such 


changes  on  benefits;  the  funding  policy 
(including  policy  with  respect  to  prior 
service  cost),  and  any  changes  in  such 
policies  during  the  year;  a  description  of 
material  lease  commitments,  other  com¬ 
mitments,  and  contingent  liabilities;  a 
description  of  agreements  and  transac¬ 
tions  with  persons  known  to  be  parties  in 
interest;  a  general  description  of  priori¬ 
ties  upon  termination  of  the  plan;  in¬ 
formation  concerning  whether  or  not  a 
tax  ruling  or  determination  letter  has 
been  obtained;  and  any  other  matters 
necessary  to  fully  and  fairly  present  the 
financial  statements  of  the  plan. 

(4)  The  separate  financial  schedules 
listed  in  Item  24(b)  of  Form  5500  and 
described  in  8  2520.103-10. 

(5)  Information  regarding  common  or 
collective  trusts  or  pooled  separate  ac¬ 
counts.  In  the  case  of  a  plan  some  or  all 
of  the  assets  of  which  are  held  in  a  pooled 
separate  account  maintained  by  an  in¬ 
surance  carrier,  or  a  common  or  collec¬ 
tive  trust  maintained  by  a  bank  or 
similar  institution,  the  annual  report 
shall  include  a  copy  of  the  most  recent 
annual  statement  of  assets  and  liabilities 
of  such  separate  account  or  trust  as  re¬ 
quired  under  §  2520.103-3  or  8  2520.103-4. 
See  §  2520.103-9  for  direct  filing  with 
the  Secretary  of  such  statements  by 
banks  or  insurance  companies. 

(6)  Report  of  an  independent  quali¬ 
fied  public  accountant,  (i)  Technical  re¬ 
quirements.  The  accountant’s  report — 

(A)  Shall  be  dated ; 

(B)  Shall  be  signed  manually ; 

(C)  Shall  indicate  the  city  and  state 
where  issued ;  and 

(D)  Shall  identify  without  detailed 
enumeration  the  financial  statements 
and  schedules  covered  by  the  report. 

(ti)  Representations  as  to  the  audit. 
The  accountant’s  report — 

(A)  Shall  state  whether  the  audit  was 
made  in  accordance  with  generally  ac¬ 
cepted  auditing  stndards;  and 

(B)  Shall  designate  any  auditing  pro¬ 
cedures  deemed  necessary  by  the  ac¬ 
countant  under  the  circumstances  of  the 
particular  case  which  have  been  omitted, 
and  the  reasons  for  their  omission.  Au¬ 
thority  for  the  omission  of  procedures 
which  independent  accountants  might 
ordinarily  employ  in  the  course  of  an 
audit  made  for  the  purpose  of  expressing 
the  opinions  required  by  paragraph  (ill) 
is  contained  in  8  2520.103-8. 

(ill)  Opinion  to  be  expressed.  The  ac¬ 
countant’s  report  shall  state  clearly : 

(A)  The  opinion  of  the  accountant  in 
respect  of  the  financial  statements  and 
schedules  covered  by  the  report  and  the 
accounting  principles  and  practices  re¬ 
flected  therein;  and 

(B)  The  opinion  of  the  accountant  as 
to  the  consistency  of  the  application  of 
the  accounting  principles,  or  as  to  any 
changes  in  such  principles  which  have  a 
material  effect  on  the  financial  state¬ 
ments.  Authority  for  changes  in  account¬ 
ing  principles  is  contained  in  §  2520- 
103-7. 

(iv)  Exceptions.  Any  matters  to  which 
the  accountant  takes  exception  shall  be 
clearly  identified,  the  exception  thereto 
specifically  and  clearly  stated,  and,  to  the 
extent  practicable,  the  effect  of  each  such 


exception  on  the  related  financial  state¬ 
ments  given.  The  exception  shall  be  fur¬ 
ther  identified  as  a  (A)  those  that  are 
the  result  of  DOL  rules  and  regulations, 
and  (B)  all  others. 

(c)  Contents  of  the  annual  report  for 
plans  with  fewer  than  100  participants. 
(1)  Except  as  provided  In  88  2520.104-43 
and  2520.104a-6,  the  annual  report  of  an 
employee  benefit  plan  which  covers  few¬ 
er  than  100  participants  at  the  beginning 
of  the  plan  year  shall  be  DOL/IRS  Form 
5500-C  “Annual  Retum/Report  of  Em¬ 
ployee  Benefit  Plan  (with  fewer  than  100 
participants  none  of  whom  is  an  owner- 
employee)  ”  or  5500-K  “Annual  Return/ 
Report  of  Employee  Pension  Benefit  Plan 
for  Sole  Proprietorships  and  Partner¬ 
ships  (with  fewer  than  100  participants 
and  at  least  one  owner-employee)  ”. 

§  2520.103-2  Content*  of  the  annual  re¬ 
port  for  a  group  insurance  arrange¬ 
ment. 

<  a)  General.  (1)A  trust  or  other  entity 
described  in  8  2520.  104-43  (b)  that  files 
an  annual  report  for  purposes  of  8  2520.- 
104-43  shall  include  in  such  report  the 
items  set  forth  in  paragraph  (b)  of  this 
section. 

(b)  Contents.  (1)  A  DOL/IRS  Form 
5500  “Annual  Retum/Report  of  Em¬ 
ployee  Benefit  Plan”  and  any  Schedule  A 
"Insurance  Information”  required  to  be 
attached  according  to  the  instructions  to 
the  form. 

(2)  The  following  financial  state¬ 
ments: 

(i)  Except  as  provided  in  8  2520.183-7, 
a  statement  of  all  trust  assets  and  liabili¬ 
ties  at  current  valve  presented  in  com¬ 
parative  form  for  the  beginning  and  end 
of  year.  The  statement  of  trust  assets  and 
liabilities  shal  inalude  the  assets  and  li¬ 
abilities  listed  in  Columns  a  and  d  of 
item  13  of  Form  5500;  however,  the  assets 
and  liabfilties  may  be  aggregated  into 
categories  in  a  manner  other  than  that 
used  on  the  Form  56  M. 

(ii)  Separate  or  combined  statements 
of  all  trust  income  and  expenses  and 
changes  in  net  assets  which  includes  the 
categories  of  income,  expense,  and 
changes  in  assets  shown  in  item  14  of 
Form  5500;  however,  the  income,  ex¬ 
pense,  and  changes  in  assets  may  be  ag¬ 
gregated  into  categories  in  a  manner 
other  than  that  used  on  the  Form  5500. 
The  financial  statements  required  by  this 
paragraph  may  be  presented  in  a  format 
which  may  include  the  following — 
Separate  typewritten  or  printed  state¬ 
ments  as  described  in  paragraph  (b)  (2) 
(i)  and  (ii)  of  this  section,  typewritten 
or  printed  statements  which  are  repro¬ 
ductions  of  items  13  and  14  of  Form  5500 
or  a  statement  Incorporating  by  refer¬ 
ence  items  13  and  14  of  Form  5500. 

(3)  Notes  to  the  financial  statement 
described  in  paragraph  (b)  (2)  of  this 
section  which  contain  a  description  of 
the  accounting  principles  and  practices 
reflected  in  the  financial  statements,  and, 
if  applicable,  variances  from  generally 
accepted  accounting  principles;  a  de¬ 
scription  of  the  group  insurance  arrange¬ 
ment  including  any  significant  changes 
In  the  group  Insurance  arrangement 
made  during  the  period  and  the  Impact 
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of  such  changes  on  benefits;  a  descrip¬ 
tion  of  material  lease  commitments, 
other  commitments,  and  contingent 
liabilities;  a  description  of  agreements 
and  transactions  with  persons  known  to 
be  parties  in  interest;  a  general  descrip¬ 
tion  of  priorities  upon  termination  of  the 
plan;  and  any  other  matters  necessary 
to  fully  and  fairly  present  the  financial 
statements  of  the  plan. 

(4)  The  separate  financial  schedules 
listed  in  Item  24(b)  of  Form  5500  and 
described  in  5  2520.103-10. 

(5)  Information  regarding  common  or 
collective  trusts  or  pooled  separate  ac¬ 
counts.  In  the  case  of  a  group  insurance 
arrangement  some  or  all  of  the  assets  of 
which  are  held  in  a  pooled  separate  ac¬ 
count  maintained  by  an  insurance 
carrier,  or  a  common  or  collective  trust 
maintained  by  a  bank,  the  annual  report 
shall  include  a  copy  of  the  most  recent 
annual  statement  of  assets  and  liabilities 
of  such  separate  account  or  trust  as  re¬ 
quired  under  §  2520.103-3  or  §  2520.103- 
4.  See  also  9  2520.103-9  for  direct  filing 
with  the  Secretary  of  Labor  such  state¬ 
ments  by  banks  or  insurance  companies. 

(6)  Report  of  an  independent  qualified 
public  accountant,  (i)  Technical  require¬ 
ments.  The  accountant’s  report — 

(A)  Shall  be  dated; 

(B)  Shall  be  signed  manually; 

(C)  Shall  indicate  the  city  and  state 
where  issued;  and 

(D)  Shall  identify  without  detailed 
enumeration  the  financial  statements 
and  schedules  covered  by  the  report. 

(ii)  Representations  as  to  the  audit. 
The  accountant’s  report — 

(A)  Shall  state  whether  the  audit  was 
made  in  accordance  with  generally  ac¬ 
cepted  auditing  standards;  and 

(B)  Shall  designate  any  auditing  pro¬ 
cedures  deerned  necessary  by  the  ac¬ 
countant  under  the  circumstances  of  the 
particular  case,  which  have  been  omitted, 
and  the  reasons  for  their  omission.  Au¬ 
thority  for  the  omission  of  procedures 
which  Independent  accountants  might 
ordinarily  employ  in  the  course  of  an 
audit  made  for  the  purpose  of  expressing 
the  opinions  required  by  paragraph 
(b)  (6)  (ill)  of  this  section  is  contained 
In  §  2520.103-8. 

(ill)  Opinion  to  be  expressed.  The  ac¬ 
countant’s  report  shall  state  clearly: 

(A)  The  opinion  of  the  accountant  in 
respect  of  the  financial  statements  and 
schedules  covered  by  the  report  and  the 
accounting  principles  and  practices  re¬ 
flected  therein;  and 

(B)  the  opinion  of  the  accountant  as 
to  the  consistency  of  the  application  of 
the  accounting  principles,  or  as  to  any 
changes  in  such  principles  which  have 
a  material  effect  on  the  financial  state¬ 
ments.  Authority  for  changes  in  account¬ 
ing  principles  is  contained  In  9  2520.- 
103-7. 

(iv)  Exceptions.  Any  matters  to  which 
the  accountant  takes  exception  shall  be 
clearly  Identified,  the  exception  thereto 
specifically  and  clearly  stated,  and,  to 
the  extent  practicable,  the  effect  of  each 
such  exception  on  the  related  financial 
statements  given.  The  exception  shall  be 
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further  identified  as  to  (A)  those  that  liabilities  of  the  common  or  collective 
are  the  result  of  DOL  rules  and  regula-  trust  by  the  bank,  trust  company  or 
tions  and  (B)  all  others.  similar  institution. 

§  2520.103—3  Exemption  from  certain  §  2520.103—4  Exemption  from  certain 
annual  reporting  requirement*  for  annual  reporting  requirement*  for 

assets  held  in  a  common  or  collective  asset*  held  in  an  insurance  company 

trust  fund.  pooled  separate  account. 


(a)  General.  Under  the  authority  of 
section  103(b)(3)(G)  of  the  Act,  a  plan 
whose  assets  are  held  in  whole  or  in  part 
in  a  common  or  collective  trust  main¬ 
tained  by  a  bank,  trust  company,  or  simi¬ 
lar  institution  which  meets  the  require¬ 
ments  of  paragraph  (b)  of  this  section 
shall  include  as  part  of  the  annual  report 
required  to  be  filed  under  §  2520.104a-5  or 
§  2520.104a-6  the  most  recent  annual 
statement  of  assets  and  liabilities  of  the 
common  or  collective  trust  and  other 
information  as  described  in  paragraph 
(c)  of  this  section.  Such  plan  is  not  re¬ 
quired  to  include  in  the  annual  report 
any  information  concerning  the  individ¬ 
ual  transactions  of  the  common  or  col¬ 
lective  trust.  This  exemption  has  no  ap¬ 
plication  to  assets  not  held  in  such  trusts. 

(b)  Application.  This  provision  applies 
only  to  a  plan  some  or  all  of  the  assets  of 
which  are  held  in  a  common  or  collective 
trust  maintained  by  a  bank,  trust  com¬ 
pany,  or  similar  institution  regulated  and 
supervised  and  subject  to  periodic  ex¬ 
amination  by  a  State  or  Federal  agency. 
For  purposes  of  this  section,  a  common 
or  collective  trust  is  a  trust  which  con¬ 
sists  of  the  assets  of  two  or  more  par¬ 
ticipating  entities  and  is  maintained  for 
the  collective  Investment  and  reinvest¬ 
ment  of  assets  contributed  thereto  by  the 
bank  in  its  capacity  as  trustee,  executor, 
administrator,  or  guardian.  For  purposes 
of  this  section,  a  controlled  group  of 
corporations,  as  defined  in  section  1563 

(a)  of  the  Internal  Revenue  Code  of 
1954,  shall  be  deemed  to  be  a  single  par¬ 
ticipant  in  a  common  or  collective  trust. 

(c)  Contents.  (1)  A  plan  which  meets 
the  requirements  of  paragraph  (b)  of 
this  section  shall  include  in  the  Form 
5500  Annual  Return /Report  and  in  the 
separate  statements  and  schedules  of  the 
annual  report  prescribed  in  §  2520.103-1 
or  9  2520.103-2,  Information  regarding 
the  value  of  the  units  of  participation  in 
the  common  or  collective  trust  held  by 
the  plan  and  transactions  involving  the 
acquisition  and  disposition  by  the  plan 
of  units  of  participation  in  the  common 
or  collective  trust.  However,  the  annual 
report  is  not  required  to  Include  any  in¬ 
formation  regarding  the  individual 
transactions  of  the  common  or  collective 
trust. 

(2)  The  annual  report  of  such  plan 
shall  also  include  the  most  recent  annual 
statement  by  the  bank,  trust  company, 
or  similar  institution  of  the  assets  and 
liabilities  of  the  common  or  collective 
trust. 

(3)  The  statement  of  assets  and  liabili¬ 
ties  of  the  common  or  collective  trust  is 
not  required  to  be  attached  to  the  annual 
report  filed  by  the  administrator  pur¬ 
suant  to  9  2520.104a-5  or  9  2520.1 04a-6  if 
the  administrator  meets  the  require¬ 
ments  of  9  2520.103-9  regarding  direct 
filing  of  the  statement  of  assets  and 


(a)  General.  Under  the  authority  of 
section  103(b)  (3)  (G)  of  the  Act,  a  plan 
whose  assets  are  held  in  whole  or  in  part 
in  a  pooled  separate  account  of  an  in¬ 
surance  carrier  which  meets  the  require¬ 
ments  of  paragraph  (b)  of  this  section 
shall  include  as  part  of  the  annual  report 
required  to  be  filed  under  9  2520.104a^5 
or  9  2520,104a-6  the  most  recent  annual 
statement  of  assets  and  liabilities  of  the 
pooled  separate  account  and  othei;  infor¬ 
mation  as  described  in  paragraph  (c)  of 
this  section.  Such  plan  is  not  required 
to  include  in  the  annual  report  any  in¬ 
formation  concerning  the  individual 
transactions  of  the  pooled  separate  ac¬ 
count.  This  exemption  has  no  application 
to  assets  not  held  In  such  pooled  sepa¬ 
rate  account. 

(b)  Application.  This  provision  applies 
only  to  a  plan  some  or  all  of  the  assets 
of  which  are  held  In  a  pooled  separate 
account  of  an  insurance  carrier  regu¬ 
lated  and  supervised  and  subject  to 
periodic  examination  by  a  State  agency. 

(c)  Contents.  (1)  A  plan  which  meets 
the  requirements  of  paragraph  (b)  of 
this  section  shall  include  in  the  Form 
5500  Annual  Return/Report  and  in  the 
separate  statements  and  schedules  of  the 
annual  report,  prescribed  in  9  2520.103-1 
or  9  2520.103-2,  information  regarding 
the  value  of  the  units  of  participation 
in  the  pooled  separate  account  held  by 
the  plan  and  transactions  involving  the 
acquisition  and  disposition  by  the  plan 
of  units  of  participation  in  the  pooled 
separate  account.  However,  the  annual 
report  is  not  required  to  include  any  in¬ 
formation  regarding  the  individual 
transactions  of  the  pooled  separate  ac¬ 
count. 

(2)  The  annual  report  of  such  plan 
shall  also  Include  the  most  recent  an¬ 
nual  statement  by  the  insurance  carrier 
of  the  assets  and  liabilities  of  the  pooled 
separate  account. 

(3)  The  statement  of  assets  and  lia¬ 
bilities  of  the  pooled  separate  account 
1s  not  required  to  be  attached  to  the 
annual  report  filed  by  the  administrator 
pursuant  to  9  2520.104a-5  or  9  2520.104 
a-6  if  the  administrator  meets  the  re¬ 
quirements  of  9  2520.103-9,  regarding  di¬ 
rect  filing  of  the  statement  of  assets  and 
liabilities  of  the  pooled  separate  account 
by  an  insurance  carrier. 

§  2520.103—5  Transmittal  and  certifica¬ 
tion  of  information  to  plan  adminis¬ 
trator  for  annual  reporting  purposes. 

(a)  General.  In  accordance  with  sec¬ 
tion  103(a)(2)  of  the  Act,  an  Insurance 
carrier  or  other  organization  which  pro¬ 
vides  benefits  under  the  plan  or  holds 
plan  assets,  a  bank  or  similar  institution 
which  holds  plan  assets,  or  a  plan  spon¬ 
sor,  as  described  in  paragraph  (b)  (3) 
of  this  section,  shall  transmit  and  certify 
such  information  as  needed  by  the  ad- 
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ministrator  to  file  the  annual  report 
under  section  104(a)  (1)  (A)  of  the  Act 
and  §  2520.104a^5: 

(1)  Within  9  months  after  the  close 
of  the  plan  year  which  begins  in  1975 
or  September  30, 1976,  whichever  Is  later, 
and 

(2)  Within  120  days  after  the  close  of 
any  plan  year  which  begins  after  De¬ 
cember  31,  1975. 

(b)  Application.  This  requirement  ap¬ 
plies  with  respect  to — 

(1)  An  insurance  carrier  or  other  or¬ 
ganization  which: 

(1)  Provides  benefits  under  a  plan,  or 

(ii)  Holds  assets  of  a  plan  in  a  sepa¬ 
rate  account; 

(2)  A  bank,  trust  company,  or  similar 
institution  which  holds  assets  of  a  plan 
in  a  common  or  collective  trust,  sepa¬ 
rate  trust,  or  custodial  account;  and 

(3)  A  plan  sponsor  as  defined  in  sec¬ 
tion  3(16)  (B)  of  the  Act 

(c)  Contents.  The  information  re¬ 
quired  to  be  provided  to  the  adminis¬ 
trator  shall  include — 

(1)  In  the  case  of  an  insurance  car¬ 
rier  or  other  organization  which — 

(1)  Provides  benefits  under  a  plan, 
upon  request  of  the  plan  administrator, 
such  information  as  is  contained  within 
the  ordinary  business  records  of  the  in¬ 
surance  carrier  or  other  organization  and 
is  needed  by  the  plan  administrator  to 
comply  with  the  requirements  of  sec¬ 
tion  104(a)(1)(A)  of  the  Act  and 
§  2520.104a-5; 

(ii)  Holds  assets  of  a  plan  in  a  pooled 
separate  account  which  is  exempted  from 
certain  reporting  requirements  under 
§  2520.103-4,  a  copy  of  the  most  recent 
annual  statement  of  assets  and  liabili¬ 
ties  of  the  separate  account  and  a  state¬ 
ment  of  the  value  of  the  plan’s  units  of 
participation  in  the  separate  account; 
and 

(iii)  Holds  assets  of  a  plan  in  an  indi¬ 
vidual  separate  account, 

A  listing  of  all  transactions  of  the  sepa¬ 
rate  account,  and,  upon  request  of  the 
plan  administrator,  such  Information  as 
is  contained  within  the  ordinary  busi¬ 
ness  records  of  the  insurance  carrier  and 
is  needed  by  the  plan  administrator  to 
comply  with  the  requirements  of  section 
104(a)  (1)  (A)  of  the  Act  and  §  2520.104- 
a-5. 

(2)  In  the  case  of  a  bank,  trust  com¬ 
pany,  or  similar  Institution  holding  as¬ 
sets  of  a  plan — 

(i)  In  a  common  or  collective  trust 
which  is  exempted  from  certain  report¬ 
ing  requirements  under  f  2520.103-3,  a 
copy  of  the  most  recent  annual  state¬ 
ment  of  assets  and  liabilities  of  the  com¬ 
mon  or  collective  trust,  and  a  state¬ 
ment  of  the  value  of  the  plan’s  units  of 
participation  in  the  common  or  collective 
trust. 

(ii)  In  a  separate  trust,  a  listing  of  all 
transactions  of  the  separate  trust  and, 
upon  request  of  the  plan  administrator, 
such  information  as  is  contained  within 
the  ordinary  business  records  of  the 
bank,  trust  company,  or  similar  institu¬ 
tion  and  is  needed  by  the  plan  adminis¬ 
trator  to  comply  with  the  requirements 


of  section  104(a)(1)(A)  of  the  Act  and 
§  2520.104a-5. 

(iii)  In  a  custodial  account,  upon  re¬ 
quest  of  the  plan  administrator,  such 
information  as  is  contained  within  the 
ordinary  business  records  of  the  bank, 
trust  company,  or  similar  institution  and 
is  needed  by  the  plan  administrator. to 
comply  with  the  requirements  of  section 
104(a)  (1)  (A)  of  the  Act  and  §  2520.104a- 
5. 

(3)  In  the  case  of  a  plan  sponsor,  a 
listing  of  all  transactions  directly  or  in¬ 
directly  involving  plan  assets  engaged 
in  by  the  plan  sponsor  and  such  infor¬ 
mation  as  is  needed  by  the  plan  admin¬ 
istrator  to  comply  with  the  requirements 
of  section  104(a)(1)(A)  of  the  Act  and 
$  2520.104a— 5. 

(d)  Certification.  (1)  An  insurance 
carrier  or  other  organization,  a  bank, 
trust  company,  or  similar  institution,  or 
plan  sponsor,  as  described  in  paragraph 

(b)  of  this  section,  shall  certify  to  the 
accuracy  and  completeness  of  the  in¬ 
formation  described  in  paragraph  (c) 
of  this  section  by  a  written  declaration 
which  is  signed  by  a  person  authorized  to 
represent  the  insurance  carrier,  bank,  or 
plan  sponsor.  Such  certification  will  serve 
as  a  written  assurance  of  the  truth  of 
the  facts  stated  therein. 

(2)  Example.  The  XYZ  Bank  (Insur¬ 
ance  Carrier)  hereby  certifies  that  the 
foregoing  statement  is  complete  and  ac¬ 
curate. 

(S) . . . . . . 

§  2520.103—6  Definition  of  reportable 
transaction  for  Annual  Return/Re¬ 
port. 

(a)  General.  For  purposes  of  prepar¬ 
ing  the  schedule  of  reportable  transac¬ 
tions  described  in  $  2520.103-10<b)  (5) , 
a  reportable  transaction  includes  any 
transaction  or  series  of  transactions  de¬ 
scribed  in  paragraph  (c)  of  this  section. 

(b)  Definitions.  (1)  (i)  Except  as  pro¬ 
vided  in  paragraph  (b)  (1)  (ii)  and  in 
paragraphs  (c)  (2)  and  (d)  (1)  (vi)  of  this 
section  (relating  to  assets  acquired  or 
disposed  of  during  the  plan  year) ,  “cur¬ 
rent  value”  shall  mean  the  current  value, 
as  defined  in  section  3(26)  of  the  Act, 
of  plan  assets  as  of  the  beginning  of  the 
plan  year,  or  the  end  of  the  previous 
plan  year. 

(ii)  With  respect  to  schedules  of  re¬ 
portable  transactions  for  plan  years  be¬ 
ginning  in  1975,  the  current  value  of  plan 
assets  for  the  beginning  of  the  plan  year, 
or  the  end  of  the  previous  plan  year,  shall 
be  the  amount  shown  on  line  13(h)  of 
Form  5500  Annual  Retum/Report. 

(2)  A  “transaction  with  respect  to  se¬ 
curities’’  is  any  purchase,  sale,  or  ex¬ 
change  of  securities.  A  transaction  with 
respect  to  securities  for  purposes  of  this 
section  occurs  on  either  the  trade  date 
or  settlement  date  of  a  purchase,  sale, 
or  exchange  of  securities,  provided  that 
either  the  trade  date  or  settlement  date 
is  used  consistently  during  the  plan  year 
for  purposes  of  this  section.  For  pur¬ 
poses  of  this  section,  “security”  includes 
a  unit  of  participation  in  a  common  or 
commingled  trust  or  a  pooled  separate 
account. 


(3)  A  transaction  is  “with  or  in  con¬ 
junction  with  a  person”  for  purposes  of 
this  section  if  that  person  benefits  from, 
executes,  facilitates,  participates  in,  pro¬ 
motes,  or  solicits  a  transaction  or  part 
of  a  transaction  involving  plan  assets. 

(c)  Application.  (1)  This  provision  ap¬ 
plies  to— 

(1)  A  transaction  within  the  plan 
year,  with  respect  to  any  plan  asset,  in¬ 
volving  an  amount  in  excess  of  3  per¬ 
cent  of  the  current  value  of  plan  assets ; 

(ii)  Any  series  of  transactions  (other 
than  transactions  with  respect  to  securi¬ 
ties)  within  the  plan  year  with  or  in  con¬ 
junction  with  the  same  person  which, 
when  aggregated,  regardless  of  the  cate¬ 
gory  of  asset  and  the  gain  or  106s  on  any 
transaction,  involves  an  amount  in  ex¬ 
cess  of  3  percent  of  the  current  vs’  e 
of  plan  assets; 

(iii)  Any  transaction  within  the  plan 
year  involving  securities  of  the  same  is¬ 
sue  if  within  the  plan  year  any  series 
of  transactions  with  respect  to  such  se¬ 
curities,  when  aggregated,  involves  an 
amount  in  excess  of  3  percent  of  the  cur¬ 
rent  value  of  plan  assets ;  and 

(iv)  Any  transaction  within  the  plan 
year  with  respect  to  securities  with  or 
in  conjunction  with  a  person  if  any  prior 
or  subsequent  single  transaction  within 
the  plan  year  with  such  person  with  re¬ 
spect  to  securities  exceeds  3  percent  of 
the  current  value  of  plan  assets. 

(2)  For  purposes  of  determining 
whether  any  3  percent  transactions  oc¬ 
cur,  the  “current  value”  of  an  asset  ac¬ 
quired  or  disposed  of  during  the  plan 
year  is  the  current  value,  as  defined  in 
section  3(26)  of  the  Act,  at  the  time  of 
acquisition  or  disposition  of  such  asset. 

(d)  Contents.  (1)  The  schedule  of 
transactions  shall  include  the  following 
information  as  to  each  transaction  or 
series  of  transactions: 

(1)  The  name  of  each  party,  except 
that  in  the  case  of  a  transaction  or  series 
of  transactions  involving  a  purchase  or 
sale  of  a  security  on  the  market,  the 
schedule  need  not  include  the  person 
from  whom  it  was  purchased  or  to  whom 
It  was  sold.  A  purchase  or  sale  on  the 
market  is  a  purchase  or  sale  of  a  secur¬ 
ity  through  a  registered  broker-dealer 
acting  as  a  broker  under  the  Securities 
Exchange  Act  of  1934; 

(ii)  A  brief  description  of  each  asset; 

(iii)  The  purchase  or  selling  price 
In  the  case  of  a  purchase  or  sale,  the 
rental  in  the  case  of  a  lease,  and  the 
amount  of  principal,  interest  rate,  pay¬ 
ment  schedule  (e.g.,  fully  amortized, 
partly  amortized  with  balloon)  and  ma¬ 
turity  date  in  the  case  of  a  loan; 

(iv)  Expenses  incurred,  including,  but 
not  limited  to.  any  fees  or  commissions; 

(v)  The  cost  of  any  asset; 

(vi)  The  current  value  of  any  asset 
acquired  or  disposed  of  at  the  time  of  ac¬ 
quisition  or  disposition;  and 

(vli)  The  net  gain  or  106s. 

(2)  The  schedule  of  transactions  with 
respect  to  a  series  of  transactions  de¬ 
scribed  in  subparagraph  (c)  (1)  (ill)  may 
Include  the  following  Information  for 
each  issue  in  lieu  of  the  information  pre¬ 
scribed  in  paragraphs  (d)(1)  (l)-(vli): 
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(1)  The  total  number  of  purchases  of 
such  securities  made  by  the  plan  within 
the  plan  year; 

(il)  The  total  number  of  sales  of  such 
securities  made  by  the  plan  within  the 
plan  year; 

(ill)  The  total  dollar  value  of  such 
purchases; 

<iv)  The  total  dollar  value  of  such 
sales; 

(▼)  The  net  gain  or  loss  as  a  result  of 
these  transactions. 

(e)  Examples.  (1)  At  the  beginning  of 
the  plan  year,  XYZ  plan  has  10  percent 
of  the  current  value  of  its  plan  assets 
invested  in  ABC  common  stock.  Halfway 
through  the  plan  year,  XYZ  purchases 
ABC  common  stock  in  a  single  transac¬ 
tion  in  an  amount  equal  to  5  percent  of 
the  current  value  of  plan  assets.  At  about 
this  time,  XYZ  plan  also  purchases  a 
commercial  development  property  in  an 
amount  equal  to  4  percent  of  the  current 
value  of  plan  assets.  Under  paragraph 
(c)(1)  (i)  of  this  section,  the  5  percent 
stock  transaction  is  a  reportable  trans¬ 
action  for  the  plan  year  because  it  ex¬ 
ceeds  3  percent  of  the  current  value  of 
plan  assets.  The  4  percent  land  transac¬ 
tion  is  also  reportable  under  paragraph 
(c)  (1)  (i)  because  it  exceeds  3  percent  of 
current  value  of  plan  assets. 

<2>  During  the  plan  year,  AAA  plan 
purchases  a  commercial  lot  from  ZZZ 
corporation  at  a  cost  equal  to  2  percent 
of  the  current  value  of  plan  assets.  Two 
months  later,  AAA  plan  loans  ZZZ  cor¬ 
poration  an  amount  of  money  equal  to  1.5 
percent  of  the  current  value  of  plan  as¬ 
sets.  Under  the  provisions  of  paragraph 
(c)(1)  (ii),  the  plan  has  engaged  in  a 
reportable  series  of  transactions  with  or 
in  conjunction  with  the  same  person, 
ZZZ  corporation,  which,  when  aggre¬ 
gated,  involves  3.5  percent  of  plan  assets. 

(3)  At  the  beginning  of  the  plan  year, 
ABC  plan  has  10  percent  of  the  current 
value  of  plan  assets  invested  equally  in  a 
combination  of  XYZ  Corporation  com¬ 
mon  stock  and  XYZ  preferred  stock.  One 
month  into  the  plan  year,  ABC  sells  some 
of  its  XYZ  common  in  an  amount  equal 
to  2  percent  of  the  current  value  of  plan 
assets. 

(i)  Six  weeks  later  the  plan  sells  XYZ 
preferred  stock  in  an  amount  equal  to  2 
percent  of  the  current  value  of  plan  as¬ 
sets.  A  reportable  series  of  transactions 
has  not  occurred  because  only  transac¬ 
tions  involving  securities  of  the  same 
issue  are  to  be  aggregated  under  para¬ 
graph  (c)(1)  (Hi)  of  this  section. 

(ii)  Two  weeks  later  when  the  ABC 
plan  purchases  XYZ  common  stock  in  an 
amount  equal  to  2.5  percent  of  the  cur¬ 
rent  value  of  plan  assets,  a  reportable 
series  of  transactions  under  paragraph 
(c)(1)  (Hi)  of  this  section  has  occurred. 
The  sale  of  XYZ  common  stock  worth  2 
percent  of  plan  assets  and  the  purchase 
of  XYZ  common  stock  worth  2.5  percent 
of  plan  assets  aggregate  to  exceed  3 
percent  of  the  total  value  of  plan  assets. 
Purchases  and  sales  should  be  aggre¬ 
gated;  a  net  calculation  should  not  be 
made.  Both  the  purchase  and  sale  of 
XYZ  common  stock  are  part  of  the  re¬ 


portable  series  under  paragraph  (c)(1) 
(Hi)  of  this  section. 

(4)  At  the  beginning  of  the  plan  year. 
Plan  X  purchases  from  broker-dealer  Y 
common  stock  of  Able  Industries  in  an 
amount  equal  to  4  percent  of  the  current 
value  of  plan  assets.  This  purchase  is  a 
reportable  transaction  under  paragraph 
(c)(1)  (i)  of  this  section.  Six  months 
later.  Plan  X  sells  broker-dealer  Y,  the 
same  broker-dealer  involved  in  the  pre¬ 
vious  4  percent  transaction,  preferred 
stock  of  the  Baker  Corporation  in  an 
amount  equal  to  0.5  percent  of  the  cur¬ 
rent  value  of  plan  assets.  This  sale  is  a 
reportable  transaction  under  the  provi¬ 
sions  of  paragraph  (c)(1)  (iv)  of  this 
section.  Three  months  later,  Plar  X  pur¬ 
chases  from  the  same  broker-dealer  Y 
certain  short  term  debt  obligations  of 
Charley  Company  in  the  amount  of  0.2 
percent  of  the  current  value  of  plan 
assets.  This  purchase  is  also  a  reportable 
transaction  under  the  provisions  of  para¬ 
graph  (c)  (1)  (iv)  of  this  section. 

§  2520.103—7  Special  accounting  rules 
for  plans  filing  the  initial  annual  re¬ 
port. 

(a)  General  (1)  The  administrator  of 
an  employee  benefit  plan  which  meets  the 
requirements  described  in  paragraph  (b) 

( 1)  of  this  section  and  elects  to  file  an  an¬ 
nual  report  containing  the  items  pre¬ 
scribed  tn  f  2520.103-1  (b)  or  §  2520.103- 
2(b)  is  not  required  to  comply  with  the 
accounting  requirements  described  in 
paragraph  (c)  (1)  of  this  section. 

(2)  Under  the  authority  of  sections 
110  and  104(a)  (3)  of  the  Act,  the  ad¬ 
ministrator  of  any  employee  benefit  plan 
which  meets  the  requirements  described 
in  paragraph  (b)  (2)  is  not  required  to 
comply  with  the  accounting  requirements 
described  in  paragraph  (c)(2)  of  this 
section. 

(b)  Application.  With  respect  to  the 
annual  report  described  in  §  2520.103-1 
or  §  2520.163-2,  filed  in  accordance  with 
§  2520.104a-5  or  S  2520.1 04a-6  for  the 
plan  year  beginning  in  1975, 

(1)  The  administrator  of  a  plan  which 
covers  100  or  more  participants  or  the 
trust  or  other  entity  which  files  an  an¬ 
nual  report  in  accordance  with  §  2520  - 
104-43  is  not  required  to  comply  with 
the  accounting  requirements  described  in 
paragraph  (c)(1)  of  this  section;  and 

(2)  The  administrator  of  a  plan  which 
covers  fewer  than  100  participants  is  not 
required  to  comply  with  the  accounting 
requirements  described  in  paragraph  (c) 

(2)  of  this  section. 

(c)  Excepted  requirements.  (1)  In  the 
case  of  a  plan  which  covers  100  or  more 
participants  as  of  the  beginning  of  the 
plan  year, 

(i)  To  display  at  current  value  the 
statement  of  the  assets  and  liabilities  of 
the  plan,  as  of  the  end  of  the  previous 
plan  year; 

(ii)  To  engage  an  independent  qualified 
public  accountant  to  conduct  an  exami¬ 
nation  of  the  plan’s  financial  statements 
for  the  plan  year  immediately  preceding 
the  plan  year  or  trust  year  covered  by 
the  initial  annual  report;  and 


(Hi)  To  Include  within  the  initial  an¬ 
nual  report  the  opinion  of  an  independ¬ 
ent  qualified  public  accountant  as  to 
whether  the  financial  statements  for  the 
close  of  the  initial  plan  year  are  pre¬ 
sented  on  a  basis  consistent  with  that  of 
the  preceding  year. 

(2)  In  the  case  of  a  plan  which  covers 
fewer  than  100  participants  at  the  begin¬ 
ning  of  the  plan  year,  to  display  at  cur¬ 
rent  value  the  statement  of  the  assets 
and  liabilities  of  the  plan  displayed  in 
Item  13  of  Form  5500-C  or  Item  12  of 
Form  5500-K  as  of  the  end  of  the  pre¬ 
vious  plan  year  or  as  of  the  beginning  of 
the  plan  year  subject  to  the  initial  an¬ 
nual  report. 

§  2520.103—8  Limitation  on  scope  of  ac¬ 
countant's  examination. 

(a)  General.  Under  the  authority  of 
section  103(a)  (3)  (C)  of  the  Act,  the  ex¬ 
amination  and  report  of  an  independent 
qualified  public  accountant  need  not  ex¬ 
tend  to  any  statement  or  information 
prepared  and  certified  by  a  bank  or 
similar  institution  or  insurance  carrier. 
A  plan,  trust  or  other  entity  which  meets 
the  requirements  of  paragraph  (b)  of  this 
section  is  not  required  to  have  covered 
by  the  accountant’s  examination  or  re¬ 
port  any  of  the  information  described  in 
paragraph  (c)  of  this  section. 

(b)  Application.  This  section  applies 
to  any  plan,  trust  or  other  entity  some 
or  all  of  the  assets  of  which  are  held  by 
a  bank  or  similar  institution  or  insurance 
carrier  which  is  regulated  and  super¬ 
vised  and  subject  to  periodic  examina¬ 
tion  by  a  State  or  Federal  agency. 

(c)  Excluded  information.  Any  state¬ 
ments  or  information  certified  to  by  a 
bank  or  similar  institution  or  insurance 
carrier  described  in  paragraph  (b>  of 
this  section,  provided  that  the  state¬ 
ments  or  information  regarding  assets  so 
held  are  prepared  and  certified  to  by  the 
bank  or  insurance  carrier  in  accordance 
with  §  2520.103-5. 

§  2520.103—9  Direct  filing  for  bank  or 
insurance  carrier  trusts  and  accounts. 

(a)  General.  Under  the  authority  of 
section  103(b)(4)  of  the  Act,  the  Sec¬ 
retary  may  relieve  any  employee  bene¬ 
fit  plan  whose  assets  are  held  in  whole  or 
in  part  in  a  common  or  collective  trust 
or  a  pooled  separate  account  described  in 
section  103(b)  (3)  (G>  of  the  Act  and 
§§2620.103-3  and  2520.103-4  from  in¬ 
cluding  in  the  annual  report  the  state¬ 
ment  of  assets  and  UabiUties  of  the  com¬ 
mon  or  collective  trust  or  pooled  sepa¬ 
rate  account  in  accordance  with  sec¬ 
tion  103(b)(3)(G)  of  the  Act  and 
§  2520.103-1  or  §  2520.103-2  If  the  bank 
or  insurance  carrier  which  maintains 
such  trust  or  account  files  such  statement 
of  assets  and  UabiHties  directly  with  the 
Secretary.  An  employee  benefit  plan 
which  meets  the  requirements  of  para¬ 
graph  (b)(1)  is  relieved  from  including  a 
statement  of  assets  and  liabilities  of  the 
common  or  collective  trust  or  pooled 
separate  account,  provided  that  the  bank 
or  insurance  carrier  which  holds  the 
plan’s  assets  meets  the  requirements  of 
paragraph  (b)  (2)  of  this  section. 
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(b)  Application.  A  plan  required  to  in¬ 
clude  a  statement  of  assets  and  liabilities 
of  a  common  or  collective  trust  or  pooled 
separate  account  in  the  annual  report  in 
accordance  with  section  103(b)  (3)  (Q) 
of  the  Act  and  §§  2520.103-3  and  2520.- 
103-4  is  relieved  from  Including  such 
statement  in  the  annual  report  if  the 
plan  administrator  files  with  the  annual 
report  the  information  described  in  para¬ 
graph  (1)  and  the  bank  or  insurance 
carrier  files  the  information  described  in 
paragraph  (b)  (2)  of  this  section  in  the 
manner  described  therein. 

(1)  The  Plan  administrator  shall  in¬ 
clude  in  the  annual  report: 

(1)  A  certification  that  the  plan  has 

received  from  the  bank  or  insurance  car¬ 
rier  a  copy  of  the  most  recent  annual 
statement  of  assets  and  liabilities  of  any 
common  or  collective  trust  or  pooled  sep¬ 
arate  account  in  which  any  plan  assets 
are  held  and  , 

<il)  The  Employer  Identification  Num¬ 
ber  (EIN)  of  such  common  or  collective 
trust  or  pooled  separate  account  and  any 
additional  identification  number  as¬ 
signed  to  the  trust  or  account  for  pur¬ 
poses  of  this  section  pursuant  to  para¬ 
graph  (b)  (2)  (1)  (C)  of  this  section. 

(2)  The  bank  or  insurance  carrier 
which  maintains  the  common  or  collec¬ 


tive  trust  or  pooled  separate  account  in 
which  assets  of  the  plan  are  held — 

(1)  Shall  file  the  following  information 
with  the  Secretary: 

(A)  The  most  recent  annual  statement 
of  the  assets  and  liabilities  of  the  com¬ 
mon  or  collective  trust  fund  or  pooled 
separate  account  in  which  assets  of  the 
plan  are  held, 

(B)  A  list  of  all  plans,  assets  of  which 

are  held  in  the  common  or  collective 
trust  or  pooled  separate  account  identi¬ 
fied  by  the  Plan  number  as  on  the  An¬ 
nual  Retum/Report  Form,  name  and 
EXN  of  the  plan  sponsor,  and  _ 

(C)  The  EIN  of  the  common  or  collec¬ 
tive  trust  or  pooled  separate  account;  if 
the  same  EIN  designates  more  than  one 
trust  or  account,  the  bank  or  insurance 
carrier  shall  sequentially  number  the 
trusts  or  accounts  for  purposes  of  this 
section  and  report  the  sequential  num¬ 
bers  together  with  the  EIN ;  and 

<ii)  Shall  furnish  the  following  items 
to  the  plan  administrator: 

(A)  The  most  recent  annual  statement 
of  assets  and  liabilities  erf  the  common  or 
collective  trust  or  pooled  separate  ac¬ 
count  in  which  the  plan  is  a  participant 
(See  S  2520.103-5) ; 

(B)  The  EIN  of  the  common  or  collec¬ 
tive  trust  or  separate  account  and  any 


other  identification  number  assigned  to 
the  trust  for  purposes  of  this  section; 
and 

(C)  A  certification  that  a  copy  of  the 
most  recent  annual  statement  of  assets 
and  liabilities  of  the  trust  or  account  has 
been  filed  with  the  Secretary  on  or  before 
the  date  upon  which  the  annual  report 
of  the  plan  is  required  to  be  filed  in 
accordance  with  §  2520.1 04a-5  or  2520.- 
104a-6. 

(c)  Filing  address.  See  S  2520.104a- 
5(b). 

§  2520.103—10  Format  and  contents  of 
annual  report  financial  schedule*. 

(a)  General.  Under  the  authority  of 
section  103(c)  (5)  of  the  Act,  the  separate 
financial  schedules  required  by  item 
24(b)  of  Form  5500  Annual  Retum/Re¬ 
port  shall  include  the  information  pre¬ 
sented  in  the  formats  prescribed  in 
paragraph  (b)  of  this  section. 

(b)  Format  and  Content  of  schedules. 
(1)  Assets  held  for  investment.  A  sched¬ 
ule  of  all  assets  held  for  investment  pur¬ 
poses  aggregated  and  identified  by  issue, 
maturity  date,  rate  of  interest,  collateral, 
par  or  maturity  value,  cost,  and  current 
value  and  in  the  case  of  a  loan,  the  pay¬ 
ment  schedule  (e.g.  fully  amortized, 
partly  amortized  with  balloon)  in  the 
format  set  forth  below: 


a. 

b.  Identity  of  issua  ,  borrower,  lessor  or  elmlter  petty 

e.  Destrlptlon  of  investment  Including  maturity  date,  rate 
of  interest,  collateral,  par  or  maturity  value 

d.  Cost 

*.  Currant  value 

(2)  Party -in-interest  transactions.  Ex¬ 
cept  in  the  case  of  a  transaction  to  which 
a  statutory  exemption  under  Part  4  of 
Title  I  or  an  administrative  exemption 
under  section  408(a)  of  the  Act  is  appli¬ 
cable,  a  schedule  of  each  transaction 
Involving  a  person  known  to  be  a  party 


in  Interest,  the  identity  of  such  party  in 
Interest  and  his  relationship  or  that  of 
any  other  party  in  interest  to  the  plan 
or  trust,  a  description  of  each  asset  to 
which  the  transaction  relates,  the  pur¬ 
chase  or  selling  price  (in  case  of  a  sale 
or  purchase)  or  the  rental  (in  case  of 


a  lease)  or  the  Interest  rate  and  maturity 
date  (in  the  case  of  a  loan) ,  the  expenses 
incurred  by  the  plan  or  trust  in  connec¬ 
tion  with  the  transaction,  the  cost  of  the 
asset,  the  current  value  of  the  asset,  and 
the  net  gain  (or  loss)  on  each  transac¬ 
tion;  in  the  format  set  forth  below: 


a.  Identity  of 
perty  in¬ 
volved 

b.  Relationship  to 
plan,  em¬ 
ployer  or 
other  party- 
id- interest 

c.  Description  of  transac¬ 
tion*  including  maturity 
data,  rate  of  interoat,  col¬ 
lateral,  par  or  maturity 

valua 

d.  Purchase 
price 

e.  Selling 
price 

. 

f.  Lease 
rental 

g.  Expenses 
incurred 
in  con¬ 
nection 
with 

transaction 

h.  Cost  of 
asset 

1.  Currant 
value  of  asset 

1.  Not  gain  or 
(loss)  on  each 
transaction 

* 

(3)  Obligations  in  default.  A  schedule 
of  all  loans  or  fixed  income  obligations 
which  were  in  default  as  of  the  close  of 
the  plan  or  trust  fiscal  year  or  were 
classified  during  the  year  as  uncollect¬ 
able,  and  the  following  information  with 
respect  to  each  loan  on  such  schedule 


(Including  a  notation  as  to  whether  par¬ 
ties  involved  are  known  to  be  parties  in 
interest) :  the  original  principal  amount 
of  the  loan,  the  amount  of  principal  and 
interest  received  during  the  reporting 
year,  the  unpaid  balance,  the  Identity 
and  address  of  the  obligor,  a  detailed  de¬ 


scription  of  the  loan  (including  date  of 
making  and  maturity,  interest  rate,  the 
type  and  value  of  collateral,  and  other 
material  terms) ,  the  amount  of  principal 
and  interest  overdue  (if  any)  and  an  ex¬ 
planation  thereof ;  in  the  format  set  forth 
below: 
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(4)  Leases  in  default.  A  schedule  of  all 
leases  which  were  in  default  or  were 
classified  during  the  year  as  uncollectable 
and  the  following  information  with  re¬ 
spect  to  each  lease  on  such  schedule  (in¬ 
cluding  a  notation  as  to  whether  parties 
involved  are  known  to  be  parties  in  in¬ 
terest)  :  The  type  of  property  leased  and, 
In  the  case  of  fixed  assets  such  as  land, 
buildings,  leasehold,  and  so  forth,  the 


location  of  the  property,  the  identity  of 
the  lessor  or  lessee  from  or  to  whom  the 
plan  is  leasing,  the  relationship  of  such 
lessors  and  lessees  (if  any)  to  the  trust, 
the  employer,  employee  organization,  or 
any  other  party  in  interest,  the  terms 
of  the  lease  regarding  rent,  taxes,  insur¬ 
ance,  repair,  expenses,  and  renewal  op¬ 
tions,  the  date  the  leased  property  was 
purchased  and  its  cost,  the  date  the  prop¬ 


erty  was  leased  and  its  approximate  value 
at  such  date,  the  gross  rental  receipts 
during  the  reporting  period,  expenses 
paid  for  the  leased  property  during  the 
reporting  period,  the  net  receipts  from 
the  lease,  the  amount  in  arrears,  and  a 
statement  as  to  what  steps  have  been 
taken  to  collect  amounts  due  or  other¬ 
wise  remedy  the  default;  in  the  format 
set  forth  below: 


(5)  Reportable  transactions.  A  schedule  of  any  reportable  transactions  as  defined  in  §  2520.103-6,  in  the  format  set 
forth  below: 


a.  Identity  of  party 
knolvod 


b.  Description  of  asset  (in-  »  .  . 

elude  interest  rate  and  *•  Purchase  d.  Selling 
maturity  in  case  of  a  loen)  pne*  price 


e.  Lease  rental 


f.  Dpense  Incurred 
witb  transaction 


g.  Cost  of 
asset 


h.  Current 
value  of  asset 


I.  Net  gain 
or  (losaf 


Subpart  D 

§  2520.104—41  Simplified  annual  re- 

Jiorting  requirements  for  plans  with 
ewer  than  100  participants. 

(a)  General.  (1)  Under  the  authority 
of  section  104(a)(2)(A),  the  Secretary 
of  Labor  may  prescribe  simplified  annual 
reporting  for  employee  pension  benefit 
plans  with  fewer  than  100  participants. 

(2)  Under  the  authority  of  section  104 
(a)  (3) ,  the  Secretary  of  Labor  may  pro¬ 
vide  a  limited  exemption  for  any  em¬ 
ployee  welfare  benefit  plan  with  respect 
to  certain  annual  reporting  require¬ 
ments. 

(b)  Application.  The  administrator  of 
an  employee  pension  or  welfare  benefit 
plan  which  covers  fewer  than  100  par¬ 
ticipants  at  the  beginning  of  the  plan 
year  and  is  required  to  file  an  annual 
report  under  section  104(a)  (1)  (A)  of  the 
Act  and  S  2520.l04a-5  shall  file  the  sim¬ 
plified  annual  report  described  in  para¬ 
graph  (c)  of  this  section. 

(c>  Contents.  (1)  The  administrator  of 
an  employee  benefit  plan  which  covers 


fewer  than  100  participants  none  of 
whom  is  an  owner-employee,  as  defined 
in  section  401(c)  (3)  of  the  Internal  Rev¬ 
enue  Code  of  1954,  shall  file  a  Form  5500- 
C  “Annual  Return /Report  of  Employee 
Benefit  Plan  (with  fewer  than  100  par¬ 
ticipants,  none  of  whom  is  an  owner  em¬ 
ployee)"  in  the  manner  prescribed  in 
S  2520.104a-5. 

(2)  The  administrator  of  an  employee 
pension  Keogh  plan  which  covers  fewer 
than  100  participants,  at  least  one  of 
whom  is  an  owner-employee,  as  defined 
in  section  401(c)  (3)  of  the  Internal  Rev¬ 
enue  Code  of  1954,  shall  file  a  Form  5500- 
K  “Annual  Return /Report  of  Employee 
Pension  Benefit  Plan  for  Sole  Proprietor¬ 
ships  and  Partnerships  (with  fewer  than 
100  participants  one  of  whom  is  an 
owner-employee)"  in  the  manner  pre¬ 
scribed  in  S  2520.104a-5. 

§  2520.104-42  Waiver  of  certain  actu¬ 
arial  information  in  the  annual  re¬ 
port. 

(a)  Scope  and  application.  Under  the 
authority  of  104(a)  (2)  (A)  of  the  Act,  the 


Secretary  of  Labor  may  waive  the  re¬ 
quirement  that  the  annual  report  in¬ 
clude  as  part  of  the  actuarial  statement 
(Schedule  B)  the  present  value  of  all  of 
the  plan's  liabilities  for  nonforfeitable 
pension  benefits  allocated  by  the  ter¬ 
mination  priority  categories,  as  set  forth 
hi  section  4044  of  Title  IV  of  the  Act, 
and  the  actuarial  assumptions  used  in 
these  computations.  In  accordance  with 
this  authoirity,  the  plan  administrator 
of  any  employee  pension  benefit  plan 
required  under  sections  103(c)  (5)  and 
103(d)  of  the  Act  to  include  actuarial 
information  as  part  of  the  annual  re¬ 
port  is  not  required  to  include  a  state¬ 
ment  of  the  present  value  of  all  of  the 
plan’s  liabilities  for  nonforfeitable  pen¬ 
sion  benefits  allocated  by  termination 
priority  categories,  as  set  forth  in  section 
4044  of  Title  IV  of  the  Act,  and  the  ac¬ 
tuarial  assumptions  used  in  these  com¬ 
putations. 

(b)  Limitation.  This  section  applies 
only  to  the  annual  report  required  to  be 
filed  for  plan  years  beginning  In  1975. 
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RULES  AND  REGULATIONS 


§  2520.104—43  Exemption  from  annual 
reporting  requirement  for  certain 
group  insurance  arrangements. 

(a)  General.  Under  the  authority  of 
section  104(a)  (3)  of  the  Act,  the  admin¬ 
istrator  of  an  employee  welfare  benefit 
plan  which  meets  the  requirements  of 
paragraph  (b)  of  this  section  is  not  re¬ 
quired  to  file  an  annual  report  with  the 
Secretary  of  Labor  as  required  by  sec¬ 
tion  104(a)  (1)  (A)  of  the  Act. 

(b)  Application.  (1)  This  exemption 
applies  only  to  a  welfare  plan  for  a  plan 
year  in  which  (1)  such  plan  meets  the  re¬ 
quirements  of  §  2520.104—21,  except  the 
requirement  that  the  plan  have  fewer 
than  100  participants,  and  (11)  an  annual 
report  containing  the  Items  set  forth  In 
s  2520.103-2  has  been  filed  with  the  Sec¬ 
retary  of  Labor  In  accordance  with 
I  2520.104a-6  by  the  trust  or  other  en¬ 
tity  which  is  the  legal  owner  of  the  in¬ 
surance  contracts  by  which  plan  benefits 
are  provided  and  the  conduit  for  pay¬ 
ment  of  premiums  for  such  policies. 

(2)  For  purposes  of  this  section,  the 
term  “trust  or  other  entity”  shall  be  used 
In  place  of  the  term  “plan”  or  “plan  ad¬ 
ministrator”  as  applicable,  in  IS  2520.- 
103-3,  2520.103-4,  2520.103-6.  2520.103-7 

(b)(1),  2520.103-8,  2520.103-9,  2520.103- 
10.  and  2520.104-45. 

<c)  Limitation.  This  provision  does  not 
exempt  the  administrator  of  an  employ¬ 
ee  benefit  plan  which  meets  the  require¬ 
ments  of  paragraph  (b)  from  furnish¬ 
ing  a  copy  of  a  summary  annual  report 
to  participants  and  beneficiaries  of  the 
plan,  as  required  by  section  104(b)  (3)  of 
the  Act. 

§  2520.104—44  Limited  exemption  and 
alternative  method  of  compliance  for 
annual  reporting  by  unfunded  and 
insured  plans. 

(a)  General.  (1)  Under  the  authority 
of  section  104(a)(3)  of  the  Act,  the 
Secretary  of  Labor  may  exempt  an  em¬ 
ployee  welfare  benefit  plan  from  any  or 
all  of  the  reporting  and  disclosure  re¬ 
quirements  of  Title  I.  An  employee  wel¬ 
fare  benefit  plan  which  meets  the  re¬ 
quirements  of  paragraph  (b)  (1)  of  this 
section  is  not  required  to  comply  with  the 
annual  reporting  requirements  described 
In  paragraph  (c)  of  this  section. 

(2)  Under  the  authority  of  section  110 
of  the  Act,  an  alternative  method  of 
compliance  is  prescribed  for  certain  em¬ 
ployee  pension  benefit  plans  subject  to 
Part  1,  Title  I  of  the  Act.  An  employee 
pension  benefit  plan  which  meets  the 
requirements  of  paragraph  (b)  (2)  of  this 
section  Is  not  required  to  comply  with 
the  annual  reporting  requirements  de¬ 
scribed  in  paragraph  (c)  of  this  section. 

(b)  Application.  This  section  applies 
only  to: 

(1)  An  employee  welfare  benefit  plan 
under  the  terms  of  which  benefits  are  to 
be  paid — 

(i)  Solely  from  the  general  assets  of 
the  employer  or  employee  organization 
maintaining  the  plan, 

(ii)  The  benefits  of  which  are  pro¬ 
vided  exclusively  through  insurance 
contracts  or  policies  issued  by  an  Insur¬ 
ance  company  or  similar  organization 


which  is  qualified  to  do  business  in  any 
State,  the  premiums  for  which  are  paid 
directly  by  the  employer  or  employee  or¬ 
ganization  from  its  general  assets  or 
partly  from  its  general  assets  and  partly 
from  contributions  by  its  employees  or 
members,  provided  that  any  plan  assets 
held  by  the  insurance  company  are  held 
solely  in  the  general  account  of  such 
company,  contributions  by  participants 
are  forwarded  by  the  employer  or  em¬ 
ployee  organization  within  three  months 
of  receipt  and,  in  the  case  of  a  plan  that 
provides  for  the  return  of  refunds  to 
contributing  participants,  such  refunds 
are  returned  to  them  within  three  months 
of  receipt  by  the  employer  or  employee 
organization,  or 

(iii)  Partly  in  the  manner  specified  in 
(b)(1)  (i)  and  partly  in  the  manner 
specified  in  (b)(1)  (ii)  of  this  section; 
and 

(2)  A  pension  benefit  plan  the  benefits 
of  which  are  provided  exclusively  through 
insurance  contracts  or  policies  issued  by 
an  insurance  company  or  similar  organi¬ 
zation  which  is  qualified  to  do  business  in 
any  State,  the  premiums  for  which  are 
paid  directly  by  the  employer  or  employee 
organization  from  its  general  assets  or 
partly  from  its  general  assets  and  partly 
from  contributions  by  its  employees  or 
members,  provided  that  any  plan  assets 
held  by  the  insurance  company  are  held 
solely  in  the  general  account  of  such 
company,  contributions  by  participants 
are  forwarded  by  the  employer  or  em¬ 
ployee  organization  within  three  months 
of  receipt  and,  in  the  case  of  a  plan  that 
provides  for  the  return  or  refunds  to  con¬ 
tributing  participants,  such  refunds  are 
returned  to  them  within  three  months  of 
receipt  by  the  employer  or  employee  or¬ 
ganization. 

(c)  Contents.  An  employee  benefit  plan 
described  in  paragraph  (b)  of  this  sec¬ 
tion  is  exempt  from  complying  with  the 
following  annual  reporting  requirements: 

(1)  Competing  items  13,  14,  and  24  of 
Form  5500  in  the  case  of  a  plan  required 
to  file  Form  5500  pursuant  to  I  2520  - 
104a-5;  items  13,  14,  and  16  in  the  case 
of  a  plan  required  to  file  Form  5500-C  in 
accordance  with  $  2520.104-41,  or  items 
12  and  14  in  the  case  of  a  plan  required 
to  file  Form  5500-K  in  accordance  with 
§  2520.104-41; 

(2)  Including  in  the  annual  report  the 
financial  statements  and  schedules  de¬ 
scribed  in  section  103(b)  of  the  Act  and 
§  2520.103-1  or  8  2520.103-2; 

(3)  Engaging  an  independent  quali¬ 
fied  public  accountant  pursuant  to  sec¬ 
tion  103(a)  (3)  (A)  of  the  Act  and  8  2520.- 
103-1  (b)  to  conduct  an  examination  of 
the  financial  statements  and  schedules 
of  the  plan ;  and 

(4)  Including  in  the  annual  report  a 
report  of  an  independent  qualified  pub¬ 
lic  accountant  concerning  the  financial 
statements  and  schedules  required  to  be 
a  part  of  the  annual  report  pursuant  to 
section  103(b)  of  the  Act  and  8  2520.- 
103-1 (b). 

(d)  Limitation.  This  section  does  not 
exempt  any  plan  from  filing  an  annua.) 
report  form  with  the  Secretary  in  accord¬ 
ance  with  section  104(a)(1)(A)  of  the 
Act  and  8  2520.104a-5. 


(e)  Example.  An  insured  welfare  plan 
which  meets  all  the  requirements  for 
coverage  under  8  2520.104-20  except  that 
It  covers  100  or  more  participants  is  not 
exempt  from  the  annual  reporting  re¬ 
quirements  under  8  2520.104-20.  Under 
this  section,  such  a  welfare  plan  should 
file  Form  5500,  including  Schedule  A  “In¬ 
surance  Information.”  However,  the  plan 
is  not  required  to  engage  an  independent 
qualified  public  accountant  and  items  13, 
14,  and  24  of  Form  5500  need  not  be 
completed. 

§  2520.104—45  Temporary  exemption 
from  reporting  insurance  fees  and 
commissions  for  insured  plans  with 
fewer  than  100  participants. 

<a)  General.  (1)  Under  the  authority 
of  section  104(a)  (3)  of  the  Act,  the  Sec¬ 
retary  of  Labor  may  exempt  an  employee 
welfare  benefit  plan  from  any  or  all  of 
the  reporting  and  disclosure  require¬ 
ments  of  Title  I.  The~administrator  of 
an  employee  welfare  benefit  plan  which 
meets  the  requirements  of  paragraph  (b) 
is  exempt  from  complying  with  the  an¬ 
nual  reporting  requirements  described 
in  paragraph  (c)  of  this  section. 

<2)  Under  the  authority  of  section  110 
of  the  Act,  the  Secretary  of  Labor  may 
prescribe  an  alternative  method  of  com¬ 
pliance  for  employee  pension  benefit 
plans  subject  to  Part  1,  Title  I,  of  the 
Act.  The  administrator  of  an  employee 
pension  benefit  plan  which  meets  the  re¬ 
quirements  of  paragraph  (b)  of  this  sec¬ 
tion  is  not  required  to  comply  with  the 
annual  reporting  requirements  described 
in  paragraph  (c)  of  this  section. 

(b)  Application.  (1)  The  provisions  of 
this  section  apply  only  to  welfare  and 
pension  plans  which  cover  fewer  than  100 
participants  at  the  beginning  of  the  plan 
year  and  which  provide  benefits  in  whole 
or  in  part  through  insurance  contracts  or 
policies  issued  by  an  insurance  company 
or  similar  organization  which  is  quali¬ 
fied  to  do  business  in  any  State. 

(c)  Contents.  A  plan  which  meets  the 
requirements  of  paragraph  (b)  of  this 
section  is  not  required  to  include  in  the 
annual  report  filed  in  accordance  with 
section  104(a)(1)(A)  of  the  Act  and 
8  2520.104a-5  or  8  2520.104a-6  the  follow¬ 
ing  information  described  under  sec¬ 
tions  103  (c)  and  (e)  of  the  Act: 

(1)  The  name  and  address  of  any  in¬ 
surance  agent,  broker  or  other  person  to 
whom  insurance  commissions,  salaries  or 
fees  are  paid; 

(2)  The  amount  paid  to  each;  and 

(3)  The  purpose  for  which  such  pay¬ 
ment  is  made. 

(d)  Limitation.  The  provisions  of  this 
section  apply  only  to  the  annual  report 
required  to  be  filed  for  the  plan  year 
beginning  in  1975. 

§  2520.104—46  Waiver  of  examination 
and  report  of  an  independent  Quali¬ 
fied  public  accountant  for  employe*- 
benefit  plans  with  fewer  than  100 
participants. 

(a)  General.  (1)  Under  the  authority 
of  section  103(a)(3)(A)  of  the  Act,  the 
Secretary  may  waive  the  requirements  of 
section  103(a)(3)(A)  In  the  case  of  a 


FEDERAL  REGISTER,  VOL  41,  NO.  150 — TUESDAY,  AUGUST  3,  1476 


plan  for  which  simplified  annual  report¬ 
ing  has  been  prescribed  in  accordance 
with  section  104(a)  (2)  of  the  Act. 

(2)  Under  the  authority  of  section 
104(a)  (3)  of  the  Act  the  Secretary  may 
exempt  any  employee  welfare  benefit 
plan  from  certain  annual  reporting  re¬ 
quirements. 

(b)  Application.  (1)  The  administrator 
of  an  employee  pension  plan  for  which 
simplified  annual  reporting  has  been  pre¬ 
scribed  in  accordance  with  section  104(a) 
(2)  (A)  of  the  Act  and  S  2520.104-41  is 
not  required  to  comply  with  the  annual 
reporting  requirements  described  in 
paragraph  (c) . 

(2)  The  administrator  of  an  employee 
welfare  benefit  plan  that  covers  fewer 
than  100  participants  at  the  beginning 
of  the  plan  year  is  not  required  to  comply 
with  annual  reporting  requirements  de¬ 
scribed  in  paragraph  (c). 

(c)  Waiver.  The  administrator  of  a 
plan  described  in  paragraph  (b)  (1)  or 
(2)  of  this  section  is  not  required  to: 

(1)  Engage  an  Independent  qualified 
public  accountant  to  conduct  an  exami¬ 
nation  of  the  financial  statements  of  the 
plan; 

(2)  Include  within  the  annual  report 
the  financial  statements  and  schedules 
prescribed  in  section  103(b)  of  the  Act 
and  88  2520.103-1,  2520.103-2,  and  2520.- 
103-10  and 

(3)  Include  within  the  annual  report 
a  report  of  an  independent  qualified  pub¬ 
lic  accountant  as  prescribed  in  section 
103(a)  (3)  (A)  of  the  Act  and  §  2520.- 
103-1. 

(d)  Limitation.  The  waiver  described 
in  this  section  does  not  affect  the  obliga¬ 
tion  of  a  plan  described  in  paragraph 
(b)  (1)  or  (2)  of  this  section  to  file  a 
Form  5500  -C  or  -K  and  all  schedules 
called  for  therein.  See  §  2520.104-41. 

Subpart  E 

§  2520.104*— 5  Annual  report  filing  re¬ 
quirements. 

(a)  Filing  obligation.  Except  as  pro¬ 
vided  in  S  2520.104a-6,  the  administrator 
of  an  employee  benefit  plan  required  to 
file  an  annual  report  pursuant  to  sec¬ 
tion  104(a)(1)(A)  of  the  Act  shall  file 
an  annual  report  containing  the  items 
prescribed  in  8  2520.103-1  within: 

(1)  Eleven  and  one  half  months  after 
the  close  of  the  plan  year  which  begins 
In  1975,  or  December  15,  1976,  whichever 
is  later;  and 

(2)  Seven  months  after  the  close  of 
any  plan  year  which  begins  after  Decem¬ 
ber  31,  1975. 

(b)  Filing  address.  The  annual  report 
prescribed  in  8  2520.103-1  shall  be  filed 
with  the  Secretary  of  Labor  by  mailing 
it  to  OEBS  Annual  Report,  U.S.  Depart¬ 
ment  of  Labor,  200  Constitution  Avenue, 
NW,  Washington,  D.C.  20216,  or  by  de¬ 
livering  it  during  normal  working  hours 
to  Room  N-4635,  U.S.  Department  of  La¬ 
bor,  200  Constitution  Avenue,  NW., 
Washington,  D.C. 


RULES  AND  REGULATIONS 

§  2520.104a— 6  Annual  reporting  for 
plans  which  are  part  of  a  group  in¬ 
surance  arrangement. 

(a)  General .  A  trust  or  other  entity 
described  in  8  2520.104-43 (b)  that  files 
an  annual  report  in  accordance  with  the 
terms  of  paragraphs  (b)  and  (c)  of  this 
section  shall  be  deemed  to  have  filed  such 
report  in  accordance  with  8  2520.104a-6 
for  purposes  of  8  2520.104-43. 

(b)  Date  of  filing.  The  annual  report 
shall  be  filed  within : 

(1)  Eleven  and  one  half  months  after 
the  close  of  the  fiscal  year  of  the  trust 
or  other  entity  described  in  §  2520.104-43 
which  begins  in  1975  or  December  15, 
1976,  whichever  is  later;  and 

(2)  Seven  months  after  the  close  of 
any  trust  year  which  begins  after  Decem¬ 
ber  31, 1975. 

(c)  Filing  address.  The  annual  report 
prescribed  in  8  2520.103-2  shall  be  filed 
with  the  Secretary  of  Labor  by  mailing  it 
to  OEBS  Annual  Report,  U.S.  Depart¬ 
ment  of  Labor,  200  Constitution  Avenue, 
NW.,  Washington,  D.C.  20216,  or  by  deli¬ 
vering  it  during  normal  working  hours 
to  Room  N-4635,  U.S.  Department  of 
Labor,  200  Constitution  Avenue,  NW., 
Washington,  D.C. 

Subpart  F 

§  2520.104b-10  Summary  annual  re¬ 
port. 

(a)  Obligation  to  furnish.  Under  the 
authority  of  sections  104(a)  (3)  and  110 
of  the  Act,  the  administrator  of  an  em¬ 
ployee  benefit  plan  subject  to  Part  1, 
Title  I  of  the  Act  shall  furnish  a  sum¬ 
mary  annual  report  containing  the  in¬ 
formation  prescribed  in  paragraph  (c) 
of  this  section  to  plan  participants  and 
beneficiaries  within  9  months  after  the 
close  of  the  plan  year  or  the  date  pre¬ 
scribed  in  paragraph  (b) ,  in  accordance 
with  8  2520.104b-l. 

(b)  Deferral  of  initial  disclosure  re¬ 
quirements.  (1)  Under  the  authority  of 
section  104(a)  (3)  of  the  Act,  the  Admin¬ 
istrator  of  an  employee  welfare  benefit 
plan  required  to  furnish  a  summary  an¬ 
nual  report  for  the  plan  year  beginning 
in  1975  to  plan  participants  and  bene¬ 
ficiaries  may  defer  compliance  with  the 
requirement  to  furnish  a  summary  an¬ 
nual  report  in  accordance  with  section 
104(b)  (3)  of  the  Act  within  13 &  months 
after  the  close  of  the  plan  year  which 
begins  in  1975  or  February  15,  1977, 
whichever  is  later. 

(2)  Under  the  authority  of  section  110 
of  the  Act,  an  alternative  method  of 
compliance  is  prescribed  for  employee 
pension  benefit  plans  required  to  furnish 
a  summary  annual  report  for  the  plan 
year  beginning  in  1975  to  plan  partici¬ 
pants  and  beneficiaries.  Such  a  pension 
plan  may  defer  compliance  with  the  re¬ 
quirement  to  furnish  a  summary  an¬ 
nual  report  in  accordance  with  section 
104(b)  (3)  of  the  Act  within  13Vfe  months 
after  the  close  of  the  plan  year  which 
begins  in  1975  or  February  15,  1977, 
whichever  is  later. 

(c)  Contents.  Except  as  provided  in 
paragraph  (d)  of  this  section  and 
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8  2520.104b-ll,  the  summary  annual  re¬ 
port  furnished  to  participants  and  bene¬ 
ficiaries  shall  contain  the  items  listed 
below.  Statements,  schedules,  and  other 
items  of  information  Included  in  these 
items  which  are  a  part  of  the  annual 
report  form  and  attachments  required 
to  be  filed  with  the  Secretary  of  Labor 
in  accordance  with  88  2520.104a-5  and 
2520.103-1  shall  be  reproduced  accurate¬ 
ly  and  in  full.  The  summary  annual  re¬ 
port  shall  Include: 

(1)  Requirements  for  plans  filing  Form 
5500.  (i)  The  name  of  the  plan  and,  if 
different,  the  name  by  which  the  plan 
is  commonly  known  to  its  participants 
and  beneficiaries; 

(ii)  (A)  The  name  and  address  of  any 
employer  having  employees  covered  by 
the  plan,  (B)  the  name  and  address  of 
any  labor  organization  maintaining  the 
plan,  or  (C)  in  the  case  of  a  plan  estab¬ 
lished  or  maintained  by  two  or  more 
employers  or  by  one  or  more  employers 
and  one  or  more  employee  organizations, 
the  name  and  address  of  the  association, 
committee,  joint  board  of  trustees,  par¬ 
ent,  or  most  significant  employer  of  a 
group  of  employers  contributing  to  the 
same  plan; 

(iii)  The  name,  business  address,  and 
business  telephone  number  of  the  plan 
administrator;  and 

(iv)  The  items  prescribed  in  section 
104(b)  (3)  of  the  Act;  or 

(v)  For  a  plan  which  elects  the  limited 
exemption  or  alternative  method  of  com¬ 
pliance  described  in  8  2520. 103-1  (b) : 

(A)  The  financial  statements  and  ac¬ 
companying  notes  prescribed  under 
8  2520.103-1  (b) ,  except  that  a  plan  which 
does  not  list  assets  and  liabilities  at  the 
beginning  of  the  year  at  current  value, 
as  permitted  by  8  2520.103-7(c)  (1) ,  shall 
not  include  the  beginning-of-the-year 
value  of  assets  and  liabilities  of  the  plan 
as  prescribed  in  8  2520.103-1  (b)  (2)  (i) , 
and 

(B)  A  notice  which  reads  as  follows: 
“Plan  participants  and  beneficiaries  may 
obtain  copies  of  the  following  more  de¬ 
tailed  annual  report  information  for  a 
reasonable  charge,  or  inspect  it  with¬ 
out  charge:  The  latest  full  annual  re¬ 
port,  or  any  of  parts  of  the  report  in¬ 
cluding  a  list  of  any  assets  held  for  in¬ 
vestment;  a  list  of  certain  party-in-in¬ 
terest  transactions,  a  list  of  any  loans  or 
obligations  in  default;  a  list  of  any  leases 
in  default;  and  a  list  of  transactions  in¬ 
volving  more  than  3  percent  of  plan  as¬ 
sets.  To  obtain  a  copy  of  any  documents 
listed,  write  to  the  administrator  asking 
for  what  you  want.  The  administrator 
will  state  the  charge  for  specific  docu¬ 
ments  on  request,  so  that  you  can  find  out 
the  cost  before  ordering.  All  the  docu¬ 
ments  listed  can  be  examined  at  [state 
locations  where  documents  may  be  ex¬ 
amined]." 

(2)  Requirements  for  plans  filing  Form 
5500-C.  Under  the  authority  of  sections 
104(a)(3)  and  110  of  the  Act,  a  plan 
filing  Form  5500-C,  as  prescribed  in 
8  2520.104-41,  shall  Include  the  follow¬ 
ing  items  in  the  summary  annual  report: 
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(i)  A  copy  of  Form  5500-C,  except  that 
a  plan  which  does  not  list  assets  and  li¬ 
abilities  at  the  beginning  of  the  year  at 
current  value,  as  permitted  by  S  2520.103- 
7(c)(2),  shall  not  include  the  value  of 
assets  and  liabilities  of  the  plan  as  pre¬ 
scribed  in  item  13  of  Form  5500-C;  and 

(ii)  A  notice  which  reads  as  follows: 
“Plan  participants  and  beneficiaries  may 
obtain  copies  of  the  following  more  de¬ 
tailed  annual  report  information  for  a 
reasonable  charge  or  inspect  without 
charge:  the  latest,  full  annual  report,  in¬ 
cluding  a  list  of  certain  party-in-interest 
transactions.  To  obtain  a  copy  of  any 
documents  listed,  write  to  the  adminis¬ 
trator  asking  for  exactly  what  you  want. 
The  administrator  will  state  the  charge 
for  specific  documents  on  request,  so  that 
you  can  find  out  the  cost  before  order¬ 
ing.  All  documents  listed  can  be  exam¬ 
ined  at  [state  locations  where  docu¬ 
ments  may  be  examined].” 

(3)  Requirements  for  plans  filing  Form 
S500-K.  Under  the  authority  of  section 
110  of  the  Act,  a  pension  plan  filing  Form 
5500-K,  as  prescribed  in  I  2520.104-41, 
shall  include  the  following  items  in  the 
summary  annual  report: 

(i)  A  copy  of  Form  5500-K,  except 
that  a  plan  which  does  not  state  net  as¬ 
sets  at  current  value  at  the  beginning  of 
the  plan  year,  as  permitted  by  S  2520.103- 
7(c)  (2),  shall  not  include  an  amount  for 
net  assets  at  the  beginning  of  the  plan 
year  in  item  12  of  Form  5500-K  and 

(ii)  A  notice  which  reads  as  follows: 
“Plan  participants  and  beneficiaries  may 
obtain  copies  of  the  following  more  de¬ 
tailed  annual  report  information  for  a 
reasonable  charge  or  inspect  without 
charge:  the  latest  full  annual  report, 
including  a  list  of  certain  party-in¬ 
interest  transactions.  To  obtain  a  copy 
of  any  documents  listed,  write  to  the  ad¬ 
ministrator  asking  for  what  you  want. 
The  administrator  will  state  the  charge 
for  specific  documents  on  request,  so 
that  you  can  find  out  the  cost  before 
ordering.  All  the  documents  listed  can 
be  examined  at  [state  locations  where 
documents  may  be  examined].” 

(4)  Additional  requirements  for  in¬ 
sured  plans  described  in  paragraphs  (1), 

(2),  or  (3).  (i)  In  the  case  of  a  pension 
plan  funded  in  part  or  in  whole  through 
insurance  contracts,  the  summary  an¬ 
nual  report  shall  also  include  items  5,  6, 
and  7  of  Schedule  A  (Insurance  Infor¬ 
mation)  of  the  Annual  Retum/Report 
Form. 

(ii)  In  the  case  of  a  welfare  plan 
funded  in  part  or  in  whole  through  an 
insurance  contract,  the  summary  annual 
report  shall  also  include  items  9  and  10 
of  Schedule  A  (Insurance  Information) 
of  Annual  Return  ' Report  Form. 

(5)  Unfunded  plans.  Under  the  au¬ 
thority  of  sections  104(a)  (3)  and  110  of 
the  Act,  a  totally  unfunded  plan  de¬ 
scribed  in  S  2520.104-44  Is  exempt  from 
the  requirement  to  furnish  a  summary 


annual  report  under  section  104(b)  (3)  of 
the  Act. 

(d)  Style  and  format.  (1)  The  plan 
administrator  may  add  explanatory  text 
and  other  relevant  information  to  the  list 
of  items  described  in  paragraph  (c)  of 
this  section.  However,  the  format  of  the 
summary  annual  report  shall  not  have 
the  effect  of  misleading,  misinforming,  or 
failing  to  inform  participants  and  bene¬ 
ficiaries  of  the  plan.  For  example,  a 
summary  annual  report  which  prom¬ 
inently  displays  information  other 
than  that  prescribed  in  paragraph  (c)  of 
this  section  and  prints  the  information 
prescribed  in  paragraph  (c)  of  this  sec¬ 
tion  in  small,  inconspicuous  print  will 
not  satisfy  the  requirements  of  this  sec¬ 
tion.  Any  additional  or  explanatory  in¬ 
formation  shall  be  written  in  a  manner 
calculated  to  be  understood  by  the  aver¬ 
age  plan  participant,  taking  into  account 
factors  such  as  the  level  of  comprehen¬ 
sion  and  education  of  typical  partici¬ 
pants  in  the  plan  and  the  complexity  of 
the  items  required  under  this  section  to 
be  included  in  the  summary  annual  re¬ 
port.  Inaccurate  or  misleading  explana¬ 
tory  material  will  fail  to  meet  the  re¬ 
quirements  of  this  section. 

(2)  Foreign  languages.  In  the  case 
of  either — 

(i)  A  plan  which  covers  fewer  than 
100  participants  at  the  beginning  of  a 
plan  year  in  which  25  percent  or  more 
of  all  plan  participants  are  literate  only 
in  the  same  non-English  language,  or 

■<ii)  A  plan  which  covers  100  or  more 
participants  in  which  500  or  more  par¬ 
ticipants  or  10  percent  or  more  of  all 
plan  participants,  whichever  is  less,  are 
literate  only  in  the  same  non-English 
language,  so  that  a  summary  annual  re¬ 
port  in  English  would  fail  to  inform  these 
participants  of  the  financial  status  of  the 
plan  the  plan  administrator  for  such 
plan  shall  provide  these  participants 
with  an  English-language  summary  an¬ 
nual  report  which  prominently  displays 
a  notice,  in  the  non-English  language 
common  to  these  participants,  offering 
them  assistance.  The  assistance  provided 
need  not  involve  written  materials,  but 
shall  be  given  in  the  non-English  lan¬ 
guage  common  to  these  participants.  The 
notice  offering  assistance  shall  clearly 
set  forth  the  procedures  participants 
must  follow  to  obtain  such  assistance. 

§  2520.104b— 11  Summary  annual  re¬ 
port  for  plans  which  arc  part  of  a 
group  insurance  arrangement. 

(a)  Obligation  to  furnish.  In  accord¬ 
ance  with  section  104(b)  (3)  of  the  Act, 
the  administrator  of  an  employee  wel¬ 
fare  benefit  plan  which  is  parf  of  a  group 
insurance  arrangement  described  in 
§  2520.104-43  shall  furnish  a  summary 
annual  report  containing  the  informa¬ 
tion  prescribed  in  paragraph  (b)  of  this 
section  for  fiscal  years  beginning  after 
December  31, 1974  in  accordance  with  the 
requirements  of  S  2520.104b-l  within 


nine  months  after  the  close  of  the  fiscal 
year  of  the  trust  or  other  entity  which 
is  filing  the  annual  report  with  the  Sec¬ 
retary  pursuant  to  S  2520.104a-6,  except 
that  for  fiscal  years  beginning  in  1975, 
the  administrator  shall  furnish  the  sum¬ 
mary  annual  report  within  thirteen  and 
one  half  months  after  the  close  of  the 
fiscal  year  or  February  15,  1977,  which¬ 
ever  is  later. 

(b)  Contents.  The  summary  annual 
report  furnished  to  participants  and 
beneficiaries  in  accordance  with  para¬ 
graph  (a)  of  this  section  shall  Include: 

(1)  The  name  of  the  plan  and,  if  dif¬ 
ferent,  the  name  by  which  the  plan  is 
commonly  known  to  its  participants  and 
beneficiaries; 

(2)  (i)  The  name  and  address  of  any 
employer  having  employees  covered  by 
the  plan,  (11)  the  name  and  address  of 
any  labor  organization  maintaining  the 
plan,  or  (iii)  in  the  case  of  a  plan  estab¬ 
lished  or  maintained  by  two  or  more  em¬ 
ployers  or  by  one  or  more  employers  and 
one  or  more  employee  organizations,  the 
name  and  address  of  the  association, 
committee,  joint  board  of  trustees,  par¬ 
ent,  or  most  significant  employer  of  a 
group  of  employers  contributing  to  the 
same  plan; 

(3)  The  name,  business  address,  and 
business  telephone  number  of  the  plan 
administrator;  and 

(4)  The  financial  statements  and  ac¬ 
companying  notes  prescribed  under 
§  2520.103-2 (b) .  A  trust  which  does  not 
list  assets  and  liabilities  at  current  value 
at  the  beginning  of  the  year,  as  permitted 
by  5  2520.103-7(c)  (1),  shall  not  include 
the  value  of  assets  and  liabilities  of  the 
trust  as  prescribed  in  the  first  column  of 
item  13  of  Form  5500. 

(5)  A  notice  which  reads  as  follows: 
“Plan  participants  and  beneficiaries  may 
obtain  copies  of  the  following  more  de¬ 
tailed  annual  report  information  for  a 
reasonable  charge,  or  inspect  it  without 
charge:  The  latest  full  annual  report,  or 
any  of  parts  of  the  report  including  a  list 
of  any  assets  held  for  investment;  a  list 
of  certain  party-in-interest  transactions; 
a  list  of  any  loans  or  obligations  in  de¬ 
fault;  a  list  of  any  leases  in  default;  and 
a  list  of  transactions  involving  more  than 
3%  of  trust  assets.  To  obtain  a  copy  of 
any  documents  listed,  write  to  the  ad¬ 
ministrator  asking  for  what  you  want. 
The  administrator  will  state  the  charge 
for  specific  documents  on  request,  so  that 
you  can  find  out  the  cost  before  ordering. 
All  the  documents  listed  can  be  exam¬ 
ined  at  [state  locations  where  documents 
may  be  examined]." 

(c)  Style  and  format.  See  $  2520.104 
b-10(h) . 

Signed  at  Washington,  D.C.,  this  29th 
day  of  July,  1976. 

James  D.  Hutchinson. 

Administrator  of  Pension 
and  Welfare  Benefit  Plans. 
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